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Is an Inflation Boom likely? 

Which stocks offer best profits? 

What outlook for Rails, Utilities? 
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in the New Year—are contained in 
the Annual UNITED OPINION 
Forecast for 1944. Gives also— 


10 Outstanding Stocks 
Porecast includes Staff analysis of ‘‘The 
[ 10 most Promising Stocks for ot] 


selected from 100 issues most fa- 
vored by leading financial authorities. 


1944. Forecast —free! 


That you may test the accuracy of 
UNITED OPINION for yourself, we 
will send you the Annual Forecast with 
list of 10 Outstanding Stocks for 1944. 
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“Call Sor 
PHIL IP MORRIS” 


New York, N. Y. 
December 15, 1943. 


Philip Saal & Co. Ltd. tne. 


Aregular quarterly dividend of $1.06 % 
per share on the Cumulative Preferred 
Stock, 4%% Series, and a regular 
quarterly dividend of $1.12 per share 
on the Cumulative Preferred Stock, 
442% Series, have been declared pay- 
able February 1, 1944 to holders of 
Preferred Stock of the respective series 
of record at the close of business on 
January 17, 1944. 

There also has been declared a regu- 
lar quarterly dividend of 75¢ per share 
on the Common Stock, payable January 
15, 1944 to holders of Common Si 
of record at the close of business on 
December 30, 1943. 


L. G. HANSON, Treasurer. 
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UNITED FRUIT COMPANY 
DIVIDEND NO. 178 
A dividend of seventy-five cents per share on the capital 
stock of this Company has been declared payable January 
15, 1944 to stockholders of record at the close of business 
December 23, 1943. 
LIONEL W. UDBLL, Treasurer. 
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Seasons Greetings 


“| glans as we look into the coming year, we 
Us sense the sweeping tide of events that will carry 
us irrevocably into a new age. Days that will call 
for the treading of unfamiliar paths—the exploring 
of other ways—of adventure. Yet that has always 
been the lot of Americans. We have thrived upon 
it. It has made us great as a people and as a nation. 


Ag 


Ahead, the opportunities are as brilliant as we 
have ever known—worthy of our ingenuity and re- 
sourcefulness. But it calls for wisdom, too-—for 
unity, and for peace at home as well as abroad. This 
time we have a mission to fulfill—that of proving 
to the world that empires do not have to be built on 
the dead bodies of our fellow men—that human be- 
ings can thrive and succeed by cooperation, good- 
will and justice. 


To you, our friends and subscribers, whom we 
are happy to serve in the year ahead, with all our 
hearts we wish you well in your undertakings and 
a full measure of happiness and contentment. 


Publisher 


a ° 
=, 


- 

o- 

— 
oo 


THE MAGAZINE OF WALL STREET 
DE 











| 
=} 
1=| 
EB 
L 
| 


= 


| 









THE MAGAZINE OF 


C. G. Wycxorr, Publisher 


WALL STREET 


LAURENCE STERN, Managing Editor 





The Trend of Events 


GOOD WILL AT HOME... There are some things 
about the New Deal that we don’t like. But there are 
also some things about many critics of the New Deal 
that we don’t like. Specifically, we don’t like intoler- 
ance and unreasoned hostility on anybody's part. There 
was a time when most New Deal officials exhibited an 
intolerance of and hostility to industrial leaders. Howev- 
er, the same officials over the past year or more have been 
notably generous in their praise of the performance of 
private industry in our war effort. On the other hand, 
there has been no similar moderation in the criticism of 
the New Deal administration by business men—except- 
ing those particular business men who became part of 
the administration. 

Especially at this season of celebration and year-end 
stock-taking, credit should fairly be given where credit 
is due. So far as we know, not a single prominent busi- 
ness man has publicly acknowledged the simple fact 
that in every respect—on the battle fronts and on the 
home front—this war has been managed incomparably 
better than our effort of a quarter-century ago was man- 
aged. There have been errors of commission and omis- 
sion, of course, but not as many as last time. The truth 
of this statement is attested by the speed, scope and over- 
all efficiency of our vast military and industrial mobiliza- 
tion; and by the fact that the attendant strain on our 
economy has resulted in much less inflation of our price 
structure than did our much smaller war effort of 1917- 
1919. 

Industry deserves great credit for its part—and that 
credit has been widely given. But partisan critics try to 
tell us that all this has been accomplished, in some mys- 
terious way, in spite of “gross incompetence” or “com- 
plete chaos” in the Federal planning and supervisory 


avencies set up by the President and directly responsible 
to him. The record suggests that in that view there is 
more nonsense than merit. 

Our government—any democratic government—needs 
the aid and check that constructive criticism can pro- 
vide. But there is nothing constructive in the intolerant, 
wholly biased attitude we have cited. It is said that 
charity should begin at home. What about more char- 
ity—and fair-mindedness—in the attitude of business men 
toward the tireless officials—headed by Mr. Roosevelt— 
who are conducting the war far more successfully than 
any of us dared expect when it started? 


THREATENED RAILROAD STRIKE ... It is unthink- 
able that there should be a nation-wide railroad strike 
in the midst of war. Yet it is scarcely more unthinkable 
than a nation-wide coal strike—and we have had three 
of these in the past twelve months. Yes, we have had 
coal strikes; we are short of coal right now because of 
them; and the individual responsible—John L. Lewis— 
not only “got away” with defying the War Labor Board 
but wound up with a reward for so doing. Now the 
chickens are coming home to roost. 

In effect, the present contention of the Labor Board 
is that it was too bad that the Government had te bow 
to Lewis but that this should not constitute a precedent; 
and that, just as if the Lewis matter had not happened, 
the policy will continue to be to deny blanket wage in- 
creases unless in payment for a proportionate increase in 
production. Unfortunately, union leaders are human— 
however misguided—and they can not see it that way. 
In pressing their wage demands—backed by strike threat 
—the railroad unions, the steel union and various others 
are merely doing what most everyone knew they were 
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sure to do, once the Government gave in to Lewis on 
the coal wage issue. 

There is no use crying over spilled milk. The damage 
done to the cause of wage stabilization by the last coal 
strike can not be undone—but what we can do is seek 
to limit its results by reasonable compromise. Doubtless 
there will have to be another round of general wage 
increases. These should be moderate and should repre- 
sent not a collapse of the whole stabilization policy but 
the orderly creation of a new line of defense. To that 
end, the least that can be demanded of Congress is that 
it also compromise on the issue of food subsidies. We 
can not expect labor to be moderate if the farm bloc 
insists on immoderate demands for higher food prices. 


A SIGNIFICANT CHANGE .. . The order of the Mari- 
time Commission ending Sunday work after January 1 
in shipyards building merchant vessels is a very signifi- 
cant straw in the wind. Of course, it has for some 
weeks been apparent that the great success of the Allied 
campaign against German submarines would be followed 
in due course by a scaling down of our merchant ship 
schedules. This is it; and it probably will go further 
in coming months. 

What is more important, however, is that this action 
can be taken as a forerunner of a shortening of the work 
week in various war industries where a stage of surplus 
production has been reached. This could have—and 
probably will have—greater effect upon total weekly 
wages in war work than the production cut-backs, since 
the latter thus far have not lowered over-all industrial 
activity. Elimination of Sunday and holiday work— 
most of it at double time—would take away some of the 
easiest (and most inflationary) “take-home” that war 
labor is now getting. 

In short, here is another bit of incipient deflation. 
What if the Administration should reduce war labor's 
total income more by reduction of premium-pay over- 
time than it will be increased by coming boosts in hourly 
wages? That would be irony, indeed; but it appears 
distinctly possible. 


THE TAX FIASCO ... Unless a completely fresh start 
is made—and this looks very improbable—the Adminis- 
tration will have to struggle to control cost-of-living in- 
flation during the remainder of the war without any 
significant additional aid from tax policy. The situa- 
tion is that Congress has killed the Administration's pro- 
gram; the Administration has blocked a sales tax; the 
House has adopted a bill which will have no appreciable 
effect in draining off inflationary consumer purchasing 
power; and the Senate is close to final action on a modi- 
fied version which will raise even less revenue than the 
House bill. 

There is plenty of blame for all concerned, and no 
need to dwell on it. The glaring defect of the pending 
legislation and of the now dead program that the Treas- 
ury advocated is that neither was framed frankly and 
efficiently for the single objective of controlling war-time 
inflation. This objective in itself is far more important 
than a variation of a few billions in the huge Federal 
deficit. 

A sensible compromise approach would be a gradu- 
ated spendings tax—which is merely a different aspect of 
the sales tax principle—but not the complicated and 


over-severe monstrosity which the Treasury trotted out 
early in 1942 and which Congress promptly rejected. But 
if the Treasury continues to insist on excessive, political- 
y shaped programs, it can not with good grace blame 
Congress for also playing politics with taxes, which, of 
course, is what it is doing. 

Not having had it in 1943, it is greatly to be doubted 
that we can expect realistic action on taxes in 1944 by 
either Congress or the Treasury—for 1944 will take us 
that much further toward the election and the end of 
the war in Europe. Of itself, this does not necessarily 
imply that inflation will get out of hand in coming 
months. This publication rather doubts that it will— 
but obviously the tax fiasco will make it more, rather 
than less, difficult for the Administration to maintain 
adequate economic stabilization during the remaining 
period of maximum strain. 


RETAIL TRADE ... It is now apparent that the dollar 
volume of department store sales this year will register 
a gain of approximately 12 per cent over the previous 
all-time record high of 1942. This is in striking contra- 
diction to earlier forecasts of Government officials that 
growing shortages of consumer goods would find reflec- 
tion in substantially reduced trade well before the end 
of 1943. 

The “paradox” is more apparent than real. Initial 
concepts of war-time trade volume made inadequate al- 
lowance for previously accumulated inventories—some 
of which obviously had been “hidden”—underrated the 
adaptability of merchants large and small, and under- 
estimated the war-time rise in consumer income as a 
trade-expansion potential. 

True, there are many shortages and the total physical 
volume of trade is modestly less than in 1942. But dol- 
lar volume has reached new highs—without important 
general price increase over a year ago—for several rea- 
sons. They include the ingenuity of merchants in find- 
ing “substitute” goods; larger supplies of non-shortage 
goods; and the “trading up” tendency is always present 
under war-time inflation as customers buy higher-price 
merchandise than they formerly did and as sellers dis- 
pense with the least profitable, low-price lines so far as 
practicable. 

The consumer supply outlook for the new year is not 
too clear; but on the whole it probably is not one of im- 
portantly increased stringency. Here and there the dif- 
ficulties may be greater; but, however modest so far, the 
general tendency at Washington is toward some relaxa- 
tion of civilian supply restrictions and this seems more 
likely to spread from quarter to quarter in 1944 than 
to be reversed. Looking ahead to the defeat of Germany, 
the calculations of merchants in the new year probably 
will relate more to the spending tastes and proclivities 
of the public than to the question of supplies of goods. 
For one thing, a time is coming when “substitute” and 
inferior goods will be a lot harder to sell than now and 
a possible inventory headache. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 274. The 
counsel embodied in the feature should be considered 
in connection with all investment suggestions, else- 
where in this issue. Monday, Dec. 20, 1943. 


. 
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There has been a great deal of conjecture regarding 
britain’s position in the post-war world and much talk 
pointing to a break-up of the empire. While such a 
possibility existed in the past, it is not true today. In 
fact, it would seem that as a result of the prestige gained 
in this war, British statesmen have made great progress 
ward cementing the relationship with the various mem- 
vers of the empire. 

The recent comment by General Smuts makes it plain 
that Britain’s statesmen today are thinking in terms of 
preservation and security for that empire, and are seek- 
ing to strengthen their position by permanent affiliations 
with various states, particularly those strategically situ- 
aed. ‘The plan is not along the old balance of power 
idea, but calls for union with Britain as independent 
members of the empire, the strategy by which the em- 
pire was kept from falling apart after the last conflagra- 
lion. 

Even before the war, Englishmen were thinking in 
tiese terms. They were concerned over the increased 
vulnerability of the British Isles vis-a-vis the continent in 
ihe coming air age. This must have been in Premier 
baldwin’s mind, too, when in a militant mood he told 
Germany the British frontier was on the Rhine. After 
hat, in the great war crisis when Germany invaded the 
low Countries, it was Churchill who suggested union 
with France. 

I believe that the hope of such a consumma- 
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ion was in his mind when the British under- 
ook the sponsorship of DeGaulle in the begin- 
ing. Since then, we have had the proposal for 
union of all English-speaking people, which 
ter was amended to include members of the 
Inited Nations. But at that time, Britain was 
eak and disaster seemed imminent. A victo- 
ious Britain is now making these proposals. 

It was not strange, therefore, to learn that 
e Belgian government-in-exile contemplated 
igning itself with the British Empire and it is 
uite likely that this will be followed by simi- 
r announcements from various other govern- 
ents similarly situated, whose financial and 
dustrial interests have always been closely 
liated with England. 

It seems like a sound and wise plan all 
found for both England and the govern- 
ents-in-exile. Under these circumstances, the 
tus of their countries would be no differ- 
t from that of other members of the British 
pire and it would also mean security and 
otection against encroachment from any 
urce. It would mean more than that to Eng- 
nd, for it would greatly strengthen her 
hancial and economic position in the post- 
kr world, again making her a power to be 
tkoned with. 
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Vk g See gL! BY CHARLES BENEDICT 


FRONTIER ON THE RHINE — AND ELSEWHERE 


Phe time is propitious for this movement, in view of 
what is happening politically in France and Italy. There 
is no doubt that chaos would follow the Nazi defeat un- 
less a strong power stepped in to establish order and se’ up 
the economic and financial machinery necessary iv start 
the wheels of industry moving. Following along behind 
an army of invasion from the British Isles, it is bound 
to have a stabilizing influence and pave the way for re- 
construction’ and rehabilitation. 

It poses a question, however, regarding the Far East 
colonial possessions of the various countries concerned. 
Will Britain undertake the establishing of a prewar status 
quo for these countries, too weak to press their case on 
their own? ‘This would complicate matters in the Pacific 
considerably in view of the paternalistic attitude Japan 
has adopted there, and the unfriendliness of the awak- 
ened Asiatic people. What effect, too, on the restless 
millions in the Middle East? Of India not enjoying the 
independent status? Of China regarding Hong Kong? 
It seems that what is particularly advantageous for Britain 
in Europe contains rather potent germs of war elsewhere. 

The political aspect of this situation has many dan- 
gerous implications for the future of Europe, too, where 
distrust and fear of British intentions may bring align- 
ments to upset the new balance of power that Britain is 
today striving for through the (Please turn to page 320) 
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The 


Stock Market 
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First Quarter 











MILLER 


Beinc very close to Christmas and the final week of: 
the year—a week in which the stock market has almost 
always been firm to strong—it seems reasonably safe to 
conclude that the traditional “December reaction” cul- 
minated on the last day of November when the Dow- 
Jones industrial average closed at 129.57; and that the 
even more traditional “year-end rally,” which at this 
writing has already been good for a total rebound of 
more than 5 points, will go into history as having started 
on December 1, several weeks ahead of the usual 
schedule. 

Unless fortuitously caused by some unpredictable news 
event, it also seems a pretty safe assumption that no great 
portion of this rally will be cancelled in early recessions. 
The general “tone” of the market since our last previous 
analysis was written has been good. Stocks give the im- 
pression of being able to advance with a fair degree of 
ease. 

On the other hand, there are certain indications which 
suggest to us that the improvement in tone has been due 
more to withdrawal of selling pressure than to any great 
change in demand for stocks. Evidently, short-run pes- 
simism had been at least temporarily over-done, tax-sell- 
ing proved to be of relatively light proportions, traders 
who had wanted to buy on the “mid-December dip” 
were out-foxed and would-be sellers for other than tax 
operations decided—or at least many did—that it would 
be good tactics to hold off and have a look at the year-end 
and early January performance. 

The speculative concensus, of course, assumes this to 
be merely a rally within a trading-range market, rather 
than an incipient renewal of the major advance that cul- 
minated last July so far as 1943 is concerned. On a 
technical basis, there can be no evidence to the contrary 
unless and until last summer's highs in the averages are 
surmounted. Regarding it as a rally, the further con- 
sensus is that it ought logically to top out within the 
first few weeks of January, perhaps around the level 
140-142. 

We have observed before that the consensus of short- 
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range market expectation is not infrequently doubl 
crossed. A recovery phase lasting longer and going fu 
ther than the above indicated expectation would pro| 
ably confound the apparent logic of the situation mo 
than anything else would—so let us put it down as 
possibility. os 
It has been our view that the market readjustment | '». 
ginning last July—and more particularly the August-N@m Eq 
vember phase of it—was a psychological rather than fausem 
technical phenomenon. The psychological theme of tf). > 
preceding major advance had been, in quite genetfting 
terms, eventual victory in the war and a sustained peridpiness 
of post-war prosperity. Conversely, the central psychpimical 


ogy of the subsequent phase—one of caution, uncertain 


stock-taking, with more bearishness than bullishnes 
related to such questions as relatively early peace in Effy Pre 
rupe, the decline in production following defeat of G¢ . an 
many, reconversion problems, an interim period wifh,., ¢ 
some degree of monetary and price deflation, etc. od Brat 
Our own opinions as to business volume and corpora Stor 
profits during the first year or so following defeat of Gq "v4 
many are very far from bearish, as has been indicated | 
various feature articles weighing the economic pros a 
cons. But what counts is not what we think. It is wh 
the rank and file of investors and speculators think. \ 
believed—correctly—that they would think somewhi 
skeptically, if not bearishly, about “looming peace” alfeg Ch 
the early post-Hitler period. It is posszble that the m#Gan 
ket’s transitional adjustment—discounting the comiff>mel 
initial economic transition—has now been completed. [7° i 
Certainly if the “public” is prepared to shift back Blehem 
the dynamic “post-war prosperity” theme we will mfpler 
argue with it—because the shape of probable things sProdk 
come in the early peace phase does not look particula,? 
frightening to us in relation to present moderate stOfieral E| 
values, and because we believe that much higher marlftral Fe 
levels will eventually be induced by a protracted peri ral 
of high-level business in a “confidence environme anal 
wherein any given level of corporate earnings will co 
mand substantially higher investment and speculat{™ 
CEM 
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apitalization than has been seen any time this year. 
But one swallow doesn’t make a summer. Clearly 
nere is Not yet convincing evidence that the public has 
memiaken Off doubts about the intermediate business and 
wememmarket potentials and is on the point of reverting to a 
amic “long pull bull market” theme. Therefore, 
hatever trading opportunities short-run operators may 
nd in any extension of the current rally, we continue to 
jyise against investment purchases for longer-term profit 
jectives. From this distance, we doubt that the market 
fll rise above the average highs of last summer at any 
ime during the first quarter. The alternative is a partial 
mecovery within the now familiar range of indetermina- 
mn so far as major trend is concerned—most likely to be 
pllowed by some degree—possibly an important degree 
Etof relapse. There will be ample time to evaluate that 
E phen and as it develops. 

Of course, it is difference of opinion that makes the 
rket; and long pull buying is by no means absent 
ht now. It is reflected in a sprinkling of new 1943 
ghs here and there, almost entirely among “second- 
y’ stocks rather than prominent “leaders.” But se- 
tive strength and new major highs in “outriders” 
we often been present with the averages confined to a 
ding range. What brokers call ‘‘good buying’’—and 
me of them today report buying which they think is 
pood”’—has not infrequently proved fallible in timing. 
Over the past six years there have been four ‘“‘major” 
frying points in the market as represented by (1) the 
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average low of 1938; (2) low of 1939; (3) low of 1g4o; 
and (4) low of 1942. For perspective, let us briefly con- 
sider those periods. 

The 1938 low, in March, was 97.46 in the industrial 
average. It was a business depression low. The Reserve 
Board Production index had declined 37 per cent from 
the 1937 recovery high, and stock prices had fallen 49 
per cent from the top-heavy 1937 peak. The 1939 low 
was 120.04; the 1940 low was 110.41; and the 1942 low 
was 92.92. None of these three had anything to do with 
business depression. All were primarily psychological— 
fear of coming war in 1939; fear of imminent German 
victory in 1940 upon the collapse of France; discourage- 
ment over defeats and the discounting of war disrup- 
tions and war taxes in the long decline that preceded 
Pearl Harbor and followed for several months thereafter. 

Simply on a price comparison basis, the market is, of 
course, nowhere near as cheap as on any of these four 
major buying points. And this is decidedly more true 
of the average stock—that is, the actual broad average 
of the market—than of the Dow industrial average. 

For instance, if we average the four major lows here 
cited, it may be noted that The Magazine of Wall Street’s 
weekly index of 273 of the most active issues is now 
about 71 per cent above this statistical “bargain coun- 
ter,” while on a similar basis of comparison the Dow 
industrial average is only about go per cent above it. In 
other words, as compared with major lows, the more 
speculative stocks are further advanced in the recovery 
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tion mo Recent Percent 
lown as 1938 1939 1940 1942 Level 1938 1939 1940 1942 Level 
dex, 273 Stocks 44.2 50.7 45.3 41.4 77.7 Investment Trusts 21.1 #192 15.5 13.9 33.5 
pom X High-Price Stocks 48.09 53.58 49.40 43.20 62.16 Liquor 141.8 143.2 109.1 137.5 296.9 
suncnt 8) Low-Price Stocks 41.29 44.98 38.23 32.49 73.07 Machinery 77.6 83.3 83.1 67.9 103.6 
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scale than the higher grade and higher price stocks, 
though the latter have declined less from their 1943 
highs than the “rank and file.” To emphasize the point 
further, our index of 100 low-price stocks is now about 
87 per cent above the average of the four prior major 
lows, while our index of 100 high-price stocks is in very 
much the same relationship to the major lows as is the 
Dow industrial average. 

In tentatively considering what might be regarded as 
an adequately advantageous buying level, we may start 
by asking whether it is likely that the lows of 1938-1942 
will be repeated at any time during market unsettlement 
in anticipation of, or following, the defeat of Germany. 
We see no prospect of a business depression over the next 
several years analagous to that of 1938 in industrial 
volume, much less analagous in market implications. 
Thus, we will (arbitrarily) rule out the 1938 low. We 
can see no chance that “looming peace” or the problems 
of the early peace period can provide any psychological 
shock or gloom approaching those that accompanied 
the 1940 and 1942 lows. That leaves 1939—with a low 
of 120.04 in the industrial average. We concede there is 
a possibility this may be duplicated or closely ap- 
proached. However, we don’t think there is much 
chance it will be closely approached by the actual, gen- 
eral market level—for while the Dow average is now 
about 15 points above its 1939 low, our 273 index is 27 


tive, introduced by war. On a relative basis, the most 
depressed groups are shipbuilding, aircrafts, non-ferrous 
metals, copper and brass fabricators, railroads, steel and 
iron, machinery and tobacco. 

Among the thirty Dow industrials, United Aircraft, 
International Nickel and American Tobacco B are now 
at prices slightly under the average of the four lows. On 
the same basis of comparison, other relatively backward 
issues are Allied Chemical, American Can, American 
Smelting, Bethlehem Steel, Corn Products, National Steel 
and United States Steel, present prices of all these rang- 
ing from 10 to 21 per cent above the average of the lows. 

Against this, Goodyear is about 118 per cent above 
the average of the major lows; National Distillers 94 per 
cent; Chrysler 73 per cent; International Harvester 67 
per cent; General Motors 60 per cent; Johns-Manville 55 
per cent; Sears, Roebuck 66 per cent; Standard Oil of 
California 71 per cent; Standard Oil of New Jersey 57 
per cent; Texas Company 53 per cent; General Electric 
42 per cent; Westinghouse Electric 34 per cent; Eastman 
Kodak 31 per cent; American Telephone 22 per cent; 
Procter & Gamble 24 per cent; Woolworth 24 per cent. 

In some cases, of course, for special reasons incident to 
war conditions, the 1942 lows were sharply under the 
“business depression” lows of 1938. ‘This was true, for 
iristance, of American Can, which now is 27 points above 
the 1942 low but only some 13 points above the 1938 
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points above it and our 100 low-price index is 29 points low and approximately equal to the lows of 1939 andj br 
above it. 1940. It 1s true of American Tobacco, whose present} th 
Since we at all times have a “market of stocks,” the price, though sharply up from the 1942 low, is still un-f no 
two tabulations accompanying this article show (1) der the lows of 1938, 1939 and 1940. The same is also} ho 
prices of the 30 Dow industrials individually as of the the case with Woolworth, whose present price is the} cor 
dates of the four major lows of 1938-1942 in the indus- same as the lows of 1938 and 1939, 6 points above the} Du 
trial average; and (2) similar comparisons for a number low of 1940 and 1414 points above the low of 1942. far 
of our weekly group indexes as of the dates of the four On an historical price comparison basis, the Dow in stil 
lows in our general index of 273 issues. dustrials which look cheapest in relation to the non-warf of 
What stands out, of course, is that a minority of “war lows of 1938 include American Can, American Smelting] of 1 
stocks” are at fairly deep depression levels, and this is American Tobacco, Corn Products, International Nickel} — \ 
true also of certain non-war stocks whose investment National Steel, United Aircraft, U. S. Steel, Woolworth} apy 
appeal has been lessened by factors, present or prospec- and Allied Chemical. Some of these are “stable income’} ma: 
100 issues under normal con All 
ditions or are otherwise whi 
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BUSINESS PROSPECTS FOR THE NEW YEAR 








—As War Production Flattens Out— 






Tue eventful year 1944 will 
bring far-reaching changes on 
the military front, on the eco- 
nomic front, perhaps also on the 
home political front. As the old year drew to a close, 
coming events were already casting their shadow ahead. 
During the past twelve months we have indeed travelled 
far along the road that leads through war to peace. We 
still have far to go but today we can well say that the end 
of the road is in sight and therein lies the significance 
of the months ahead. 

With the end of 1943, our war effort reached or closely 
approached its peak; industry is now doing about the 
maximum asked of it to provide the country and its 
Allies with the tools of war. Henceforth production 
while holding around current top levels will reflect the 
more selective needs of all-out war on many fronts until 
a decision is reached in Europe which in turn will be 
the signal for putting our huge industrial machine into 
reverse, from all-out war effort progressively back to 
normality. 

The end of the European phase of the war some time 
in 1944 is now a widely accepted probability and it is 
against this background that we must peer ahead into 
the new year. Implications of that event are enormous. 
It will mean a definite end to our manpower crisis, par- 
tial and progressive reconversion of industry, a marked 
easing of the supply situation and of restrictions of all 
kinds, perhaps even partial relaxation of rationing. On 
the other hand, it will bring to the fore the entire range 
of reconversion problems and call for prompt formula- 
tion—if then still undecided—of policies as to contract 
termination, disposal of surpluses, disposition of gov- 
ernment plants, general reconversion procedure, reallo- 
cation of manpower and other weighty questions. In 
short, while 1943 was devoted to a steady crescendo of 
production for victory, 1944 will pose initial problems 
of “unwinding” the war. On this new course, some 
preliminary progress has already been made, tentative 
largely and in the blueprint stage, but the most difficult 
hurdles still lie ahead. They dominate not only the 
planning and thinking of Government and industry but 
of investors and speculators as well. 
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The surrender of Germany, 
perhaps by mid-1944, will initiate 
the beginning of a_ protracted 
transitional period, characterized 
by cancellation of vast war orders and progressively 
broadening reconversion to peace production. War out- 
put may be cut back as much as 50%, war spending at 
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least 35% if not more. Army demobilization will begin 
and employment is likely to drop to an as yet unknown 
degree, precipitating a proportionate decline in national 
income. But with Government spending continuing 
high and industry rapidly taking up the slack, much of 
the effect of this drastic reversal should be cushioned so 
that on the whole, no serious recession of over-all pro- 
duction is envisaged. 

Because the way in which reconversion is handled 
holds the key to employment and post-war prosperity, 
developments in 1944 assume epochal importance. Hence 
it is well, at this juncture, to survey the trends now in 
the making and gauge therefrom the vast implications 
evolving on our economy. 

On the production front, industry has done a super- 
human job with current production, as measured by the 
Federal Reserve Board Index, at 245% of the 1935-39 
average. Of late, there have been signs of easing off in 
many production sectors but no general war program 
cutback is likely until Germany’s defeat. Rather, the 
WPB recently has been calling for a 20% rise in 1944 
over-all output which in effect, however, means a boost 
of no more than about 5% over current peak production. 
But within the framework of continued high output, 
there will be many and important shifts and the time is 
near when a much larger amount of raw materials can be 
allotted to civilian industries, when reconversion can get 
under way in many fields. Certain ordnance output such 
as tanks and small arms ammunition has already been cut 
back materially and further reductions are planned for 
1944. The building of naval vessels is scheduled to con- 
tinue around current levels and sights on merchant ship 
building are raised only slightly. Construction of mili- 
tary and war-vital facilities is virtually completed and 
1944 schedules call for no more than 30% of the 1942 
average, against 70% in 1943. Truck output is raised 
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{4% above present and aircraft tonnage some 26%. How- 
ever, it must be borne in mind that programs will not 
mean much when Germany goes down. Then every- 
thing except warships, aircraft and merchant ships would 
be cut drastically and even the merchant ship program 
is likely to be reduced. 

Shifts and cutbacks already undertaken, together with 
those in the offing, will materially ease the supply situ- 
ation in the coming months, already far less stringent 
than at this time last year when shortages and _ bottle- 
necks were the order of the day. Steel already is in over- 
supply and as much as 10% of total production may 
become surplus after the current rush orders for landing 
barges are filled. This percentage will rise if ship build- 
ing is further curtailed. The prospective 10% surplus 
added to civilian allotments would mean a monthly 
civilian supply of some 2.59 million tons which should go 
far towards eliminating present scarcities. Aluminum 
production is well over the hump and the surplus sup- 
ply is sizeable. Alloy metals are no longer scarce which 
has led to marked relaxation of restrictions on their use. 
The copper supply is finally in balance with an excess 
ahead over prospective needs. With completion of our 
synthetic rubber plants, a goodly supply is expected to be- 
come available in 1944 for civilian use. Unused capacity 
in the machine tool industry is growing. In fact the over- 
all picture is so far improved that critical shortages of 
major raw materials are now virtually limited to lumber 
and leather while the tightness in petroleum products 
is largely due to transportation difficulties. Addition- 
ally, coal due to recent strikes is rapidly becoming a 
source of concern at least for the winter period. 

Reflecting this remarkable change in the supply pic- 
ture, allocations for civilian production are being in- 
creased, restrictions relaxed in many fields and partial 
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reconversion ciucouraged in industries essential to the 
maintenance of our civilian economy. High on the lis 
stands transportation where a definite crisis is impending, 
To forestall it, output of locomotives and rolling stock 
is now sharply stepped up as is production of civilian 
trucks and buses. Priorities are even sought for barges 
and air line equipment to combat the severe shortage 
with their adverse effect on the smooth running of ou 
economic apparatus. 

Similarly, allocations of the farm equipment in. 
dustry are stepped up to spur output of farmers, an 
urgent necessity if we wish to attain our 1944 food goals} ny, 
Fertilizer allotments are likewise boosted. ‘ 

a ae . pont 

In the purely civilian goods field, the comeback isf i, 
assuming the following outline. ey 
own 
plus 1 
pwar 

For household appliances, a 1944 program has beenj' WI 
drawn up calling for goo,ooo refrigerators, goo,oooflustr) 
washing machines, 2,000,000 electric irons and 64,ooofmm 
electric ranges, largely destined for new homes built infual ¢ 
war production centers. The schedules however are likelyjrerou 
to be increased, and other household items inci ou 
line with greater available tonnages of steel. Automo 
tive parts are in better supply, reflecting increased ma 
terials allotments to the parts industry. While the auto 
mobile industry is not expected to resume automobile 
production in 1944, it has already begun to place heavype ca 
machinery orders preparatory to at least partial reconjid w 
version after the end of the European war. A quantity eq 
of copper products, previously frozen, has been releasedfoulc 
for civilian use and some three million pounds of coppepig m 
made available for the manufacture of builders hardffe ur 
ware. Building restrictions are increasingly being rel the 
laxed and the construction ban lifted especially to perfriden 
mit erection of new farm buildings and some housing. Pands 

These and probably other things appear in prospec 2 W 
early in 1944 but manpower may prove a limiting facflésen 
tor. While the labor situation is generally easier, it igpwar 
also spotty and the pinch is still quite severe in manjeha 
vital production areas. The end of the European waf’% U 
would of course bring about a drastic change. defi 

Price controls will naturally be retained beyond tht, ] 
multi-war phase; thereafter a distinct though graduapwn t 
relaxation is indicated. According to preliminary diy 
cussions, this may apply initially to raw materials, esp 
cially those of which large stock piles exist. Industria 
machinery, some household goods—principally tho 
made of the now plentiful aluminum—soft goods such : 
clothing, and finally certain durable goods may follo 
as conditions permit. Food ceilings, on the other hand 
are slated to be with us for quite some time but relax 
tion of rationing is a likely prospect in some commod 
ties, notably canned goods where civilians may bene 
from military overbuying in the past through release 
surplus stocks. 

This summary, however sketchy, serves to indicate t 
scope of changes and production shifts in the offing 1 
gardless of the exact date of Germany’s defeat; they wi 
become truly incisive once the latter has become a [at 
Reconversion will then embrace, either fully or partiall 
virtually all industries except aircraft and ship buill 
ing as war production will then be increasingly concef 
trated in Government-owned or Government-operate 
piants and a selected number of such private plan 
which have been found most efficient in armament ol 
put. This in turn raises the delicate question of t 
reconversion order within given industries, a questi0 
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hat is currently providing much food for thought and 
ut Hdearly requires earliest possible definition of a clear-cut 
the list Jolicy. So do most other reconversion problems. 
ending. F vital questions surrounding contract termination are 
1g, Stock fi) hanging fire but are gradually being ironed out and 
civilian}, yniform policy is expected to be decided upon shortly 
r bargestier the turn of the year, including plans for disposal] 
hortagesf: surplus materials. As to eventual disposition of Gov- 
3 Of ourinment plants, the trend of thought in official circles 
is still somewhat vague but pressure is mounting to speed 
pystallization of ideas, with industry meanwhile holding 
heir fingers crossed. As to the entire complex of re- 
oversion problems, the outlook on the whole now 
pints to eventual evolvement of satisfactory policies, 
ith businessmen likely to obtain pretty much what 
ey insist upon—and their demands have been scaled 
own considerably—in contract termination and _sur- 
lus materials disposition. Mirroring the growing trend 
pwards closer cooperation with Congress in this respect 
1as been§f{ WPB’s recent submittal of its recommendations on in- 
goo,oooplstry reconversion to the Senate’s post-war planning 
d 64,ooofommittee. This in itself is a favorable augury for even- 
built infual emergence of really practical solutions of the nu- 
ire likelyperous vital questions involved. 
odedy 
Automo 
ased ma 
the auto On the price front, it can be forecast with considerable 
tomobilepsurance that a run-away inflation is definitely not in 
ce heavyle cards. There will occur a gradual rise in many prices 
al recongid wages may continue their creeping advance, forcing 
quantity equally gradual boost in living costs but that boost 
—releaseqtould be held to narrow limits. True, unions are mak- 
of coppeqig more and more demands for higher wages but there 
ers hardge unfailing signs that the enthusiasm for demanding 
being re | the trafic will bear is diminishing with mounting 
y to per vidences of war plant shutdowns. The peak of labor de- 
ousing. Pands has probably been reached. Thus the situation 
prospecf a whole should remain fairly stable, according to the 
iting faqpesent outlook. The price trend indubitably will be 
sier, it igpwards while both wars continue, perhaps averaging 
in manglehalf percent monthly and probably no more than 
pean wago% until termination of the war with Germany with 
\ deflationary effects. While all requisites for inflation 
yond chapist, prospects still favor continued success in keeping 
1 graduapwn the lid. One reason is that the people as a whole, 
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despite sharply increased purchasing power and the lack 
of spending outlets, have been acting with commendable 
restraint and prudence, far more than we dared expect. 
Additionally, the tremendous inflation of bank deposits 
is proving much less of an inflationary factor than feared. 
Over 70% of all demand deposits belong to business and 
are thus well stabilized for the duration. The situation, 
nevertheless, is not without dynamite and requires care- 
ful and farsighted management especially after the war. 
This means, above all, effective commodity price control. 
There is reason to believe that existing controls are ade- 
quate to hold the uptrend within bounds and prevent 
its getting out of hand. 

With the enactment of the greatly emaciated tax bill, 
there is little doubt that war-time corporate taxes have 
reached their peak. The relatively minor increase will 
not affect corporate results materially except certain in- 
dustries and companies who by reason of their tax base 
are vulnerable to the further boosting of rates, however 
moderate. Individual income tax rates, on the other 
hand, are expected to remain at their present ceilings; 
the incidence of the forthcoming national elections alone 
would seem to preclude a further rise regardless of other 
factors which in the opinion of fiscal authorities might 
make such action desirable. 

Over-all employment should continue at current peak 
levels, or thereabouts, at least until the end of the Euro- 
pean war. Under partial reconversion and demobiliza- 
tion, this picture will, however, change drastically and 
it is conservatively estimated that unemployment during 
the first reconversion year may amount to at least 3.5, mil- 
lion men. This, of course, is an estimate of the most 
general sort, the actual figure may be either much higher 
or moderately lower, depending on Government policy 
and the seriousness of the economic indigestion we are 
likely to suffer during the period of transition. Obvious- 
ly, no accurate indication of what we shall have to con- 
tend with is available at this writing. But what is more 
important is the fact that Government and industry are 
planning concretely to minimize to the utmost this un- 
avoidable aftermath of our huge wartime expansion. 

In projecting these trends into the coming year, their 
tentative character must be stressed especially as to de- 
tails, however the approach taken finds valid confirma- 
tion in existing cross currents and fundamental tenden- 
cies as they appear today. On (Please turn to page 316) 
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Taar the aftermath of the present conflict will be a 
far greater confusion in international economic relations 
than after the First World War is now generally accepted. 
The main reason for this is, apart from greater devasta- 
tion, that the economic nationalism of the inter-war 
period and the totalitarian war measures have more 
nearly wrecked the whole structure of world trade and 
credit than did World War I. To speak “economically,” 
the world is now perhaps more disjointed than it has ever 
been since the Napoleonic Wars. The restoration of in- 
ternational economic life will not be easy. A number of 
countries may have to start rebuilding their trade rela- 
tions all over again; most of the others will find their 
trade substantially altered. But the restoration of inter- 
national economic life is likely to be difficult also because 
of confusion as to how the economic rehabilitation of 
the world is to be tackled. 

There is agreement as to the objective, which is of 
course economic stability, meaning a prosperous level of 
trade and of employment all over the world. The dif- 
ferences arise in the procedure by which the objective is 
to be achieved. One group of economists maintains that 
the first essential is for countries to realize a degree of 
political stability and to put their internal economies in 
order. They also stress a reasonable stability in domestic 
price level and in international payments as a require- 
ment for the eventual stabilization of exchange rates. In 
their opinion, the price and cost structure in most coun- 
tries has become more rigid than ever before. Hence, 
they say, it may be easier, especially during the period 
of severe adjustments after the war, to regulate exchange 
rates rather than to adjust wages and other costs, inas- 
much as more consideration will have to be given to 
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social factors anyhow. If countries pursue the policy of 
reasonable full employment at home, they may have to 
retain some of the defensive measures of economic na 
tionalism, such as, for example, the control of foreign 
trade. The continuation of such practices is incompatible 
with international monetary stability based on free move 
ment of currencies. 

The opposing side, while recognizing that monetary 
stability is not the end but only the means of achievin; 
economic stability, argues that a stable currency is tht 
first essential if a revived and expanded international 
trade is to play an important part in the post-war re 
habilitation of the world. This cannot be disputed, fo 
if greater use is to be made of the expanded productiv 
capacity all over the world, and if people everywhere att 
to enjoy a higher standard of living, a freer and greate! 
exchange of goods is necessary. 

Briefly, these seemingly uncompromising views col! 
cern the relative importance and advantages of having 
stable internal prices or stable exchange rates. Or t 
put it still in another way, the countries will have (0 
decide whether it would be more advantageous for them 
to have a fairly stable domestic price level and let al 
economic “shocks” be absorbed by the exchange rate 0! 
currency which would then fluctuate—or whether the 
would be better off if they let the domestic price lev¢ 
absorb all economic “strains,” and thus be able to mai 
tain the greatest stability of exchange rates. 

The principal basis for these views has been the yj 
perience with the gold standard during the inter-wa 








years. The theory was that currencies in general hav’ 
two values: internal and external. The internal value, 0 
the amount of commodities that can be bought at home 
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is measurable by the wholesale price index. The external 
value under the gold standard was fixed in terms of 
gold and as long as other currencies remained attached 
to gold, the purchasing power, as expressed through ex- 
change rates, remained stable. Now, through the effects 
of the inflow or outflow of gold on the monetary struc- 
ture of a country, the internal value of the respective 
currency and consequently the domestic price level were 
so influenced as to maintain a stable exchange rate. All 
this means that some fifty or so odd countries corrected 
and controlled each other through their monetary sys- 
tems. 

Sometimes, however, the movement of gold created 
rather than corrected maladjustments. During the 
‘Thirties, gold sometimes left a country not to correct an 
undue rise in prices, but rather to finance the flight of 
capital out of a country. Such shifts of gold started 
vicious deflation spirals and the only way out was to 
abandon the gold standard and to stabilize the internal 
price level. 

As the international political situation deteriorated, 
increased protection was given to internal economy. At 
the same time, however, through a rigid control of their 
international payments, countries succeeded in stabiliz- 
ing the exchange value of their currencies. But in such 
cases, the internal and external purchasing power of 
currencies moved independent of each other. Under the 
pressure of the war, this system has continued to spread, 
though there are wide differences in its practical appli- 
cation. In the Nazi controlled areas, the external and 
internal values of currencies are completely divorced 
from each other. On the other hand, in this country and 
in Latin America, the external and internal values are 
still permitted to influence each other, though not as 
much perhaps as before the present War. 

One feature common to the currency stabilization 
schemes put forward by the experts of various Allied 
nations is that they recognize the necessity of some sta- 
bility in domestic price level and that they permit a 
greater flexibility in exchange rates at least during the 
period of post-war adjustments, than would have been 
possible under the gold standard. They also provide for 
more ample exchange resources and for corrective action 
which bring about a better balancing of international 
payments. But outside of this, Dr. White’s and Lord 
Keynes’ plans are but variations of the old gold standard. 
In other words, it is again the domestic price level that 
will have to bear the brunt of all economic strains, ex- 
ternal and internal. 

The opposition argues that the existing currency sta- 
bilization proposals make only moderate contributions 
toward correcting the maladjustments that have under- 
mined the old gold standard, such as the maldistribution 
of foreign exchange resources, and that in general they 
pay too little attention to world organization and flow 
of trade and credit. It is especially pointed out that the 
adjustment of domestic costs to an international standard 
will be more difficult than ever befqre—since for years 
countries have been unable to correct and control each 
other’s economy—and certainly more than the originators 
of the plans allow for. Lord Keynes himself has admitted 
that in Great Britain the existing rigidity of the entire 
price and cost system may not permit readjustments be- 
yond a certain point. In general, the stabilization pro- 
posals are considered more adaptable to a period when 
more normal conditions return rather than to immediate 
post-war periods when strains are great. 

It is suggested, especially in banking circles in this 
country, that it would be much more practical to work 
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out a reasonable equilibrium in the domestic price and 
cost structure as well as in international payments first 
on one or two “key” countries, such as the United States 
or Great Britain. Then through collaboration in numer- 
ous economic problems, through financial assistance and 
other means, the stabilizing influence of the “key” coun- 
tries’ currencies could be imparted to other countries. 

Similar to the “key” currency stabilization is the 
“regional” stabilization, such as was proposed by the 
Free French fn their currency plan. The recent Belgo- 
Netherland-Luxembourg monetary agreement is an at- 
tempt at achieving a regional currency stability prior to 
a merger into a wider monetary agreement. 

This is where the preparations and the plans for the 
post-war currency stabilization have come to rest. Seem- 
ingly an impasse has been reached. But this is not the 
end of the trail by any means. More compromises may 
have to be made between the champions of domestic 
stability first and those who would like to see interna- 
tional stability foremost. In the opinion of the writer, 
the lowering of tariff barriers and the freeing and ex- 
panding of international trade in general, presents the 
best way through which individual countries could once 
more begin to influence and correct each other’s economy 
and thus prepare the way, through the re-alignment of 
their internal price levels, for the eventual adoption of 
more or less rigid exchange rates. 

The whole currency stabilization looks much less 
formidable when one begins to think in terms of cur- 
rency blocs, such as the dollar or pound sterling blocs. 
In the dollar bloc, for example, there might not be any 
necessity to change the exchange rates of most of the 
Latin American currencies at all. The Latin American 





WHOLESALE PRICE LEVELS ABROAD 





Jan.-June Dec. Dec. Dec. June Latest 
1939 1940 1941 1942 1943 

United States 100 105 123 132 136 137 
Canada 100 tt5 96 32 136 135 
United Kingdom 100 152 160 166 168 166 
Australia 100 115 121 136 138 
New Zealand 100 120 131 140 145 
South Africa 100 117 130 147 150 
Argentina 100 120 165 187 200 

hile 100 115 157 194 202 203 
Colombia (C. of L.) 100 89 93 106 116 
Cuba (C. of L.) 100 109 139 148 157 
Mexico 100 100 112 125 149 150 
Peru 100 103 105 187 203 207 
Venezuela 100 103 105 118 119%(a) 
Germany 100 104 105 108 108 109 
Denmark 100 174 191 195 194 194 
Hungary 100 127 160 186 205 
Sweden 100 147 164 179 180 180 
Portugal 100 143 158 188 298 
Switzerland 100 155 188 203 206 206 

pain 100 131 162 178 175 
Norwa 100 150 174 179 180 
Finlan 100 155 184 229 239(b) 
Bulgaria 100 132 168 200 9295 230 
Turkey 100 —— 236 521 
Palestine 100 149 219 9293 
Iraq 100 152 264 533 603(a) 
Iran 100 125 181 350 
Egypt 100 110 180 249  263(c) 
India 100 121 156 241 314 
Syria (Retail) 100 123 175 384 813(c) 

(a) March 1943 (b) May 1943 (c) April 1943 
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price levels, as the reader will see from the accompanying 
table, may look completely out of alignment with each 
other and with that of the United States, but once 
enough shipping is available and commodities can again 
flow freely, and particularly when this country is able 
to export industrial goods, the Latin American price 
indexes are apt to decline as rapidly as they have gone 
up. At the same time, the relaxation of controls in this 
country is likely to bring about price increases. 

In most of the Latin American countries, the rise of 
the wholesale price level has been caused by sharp in- 
creases in the prices of imported goods, while at the same 
time domestic prices have advanced relatively little as 
large quantities of unexportable domestic produce have 
hung over the market. In the case of Peru, for example, 
the prices of imported goods have advanced over 143 per 
cent above January-June 1939, while the advance in ex- 
port prices has been but 65 per cent thus far. 

The differences in the construction and the weighting 
of indexes probably also account for the wide spreads of 
individual indexes in Latin America. In Argentina, the 
imported industrial products and industrial fuels which 
have become very expensive are given a greater weight 
than in Venezuela. Finally, the choice of the base also 
accounts for some of the variations. In Mexico and 
Chile, sharp advances in wholesale price levels took place 
prior to 1939, and if the 1934 base were used, for ex- 
ample, the true state of affairs would come up more 
clearly: that inflation has progressed far more in Mexico 
and Chile than, for instance, in Argentina or Venezuela. 

There is no great rigidity in the Latin American in- 
ternal price and cost structure—possibly with the excep- 
tion of Mexico and Chile. Moreover, Latin American 
countries will have larger gold and dollar balances to use 
as first line defense in protecting their currency. The 
war-time shifts in their international balances of pay- 
ments should have been generally in their favor. Hence, 
all in all, there is no reason for doubting that once the 
Latin American countries decide to stabilize their cur- 
rencies at some fixed rate to the dollar—perhaps midway 
between their free and official rates—they will be able to 





Stockholm, the capital of Sweden 




























































keep the exchange rates stable. 

Similarly there should not be much difficulty in stabil- 
izing the existing rates at which individual currencies of 
the pound sterling area are attached to the pound 
sterling. The prices do not seem to be out of step, espe- 
cially in New Zealand and Australia. The tremendous 
price rises in India, Palestine, Iraq and Egypt have been 
brought about generally by the same forces as those in 
Latin America, and they too are likely to decline rapidly 
once more normal trade conditions return. All the Near 
and Middle East countries have witnessed large army 
expenditure by Great Britain and lately also by the 
United States and at the same time a heavy drain on 
their food supplies. Since rationing is difficult to put 
into effect, as the bulk of the population is small farmers 
and as banks are few and far apart, conditions have been 
ideal for the development of an inflationary spiral. 

Yet despite the fact that the Indian price level has 
gone up at least twice as high as that of Great Britain, 
it would be rash to assume that the rupee will eventually 
have to be devalued in terms of pound sterling. On the 
contrary, Great Britain may like to see the rupee higher, 
now that India has shifted from debtor to creditor of 
Great Britain. Still another factor in determining the 
future pound-rupee ratio is the large sterling balances 
held by India. The problem exists there and will con 
tinue to be heard about. Another such controversy may 
develop in South Africa, which has also ceased to be a 
debtor country. Despite this, South Africa may seek 
to lower rather than advance its currency in terms of 
pound sterling in order to extend the life of its gold 
fields. 

By far the most important and most knotty problem 
will be that of stabilizing the dollar and the pound in 
terms of each other and of suspending the Canadian dol- 
lar somewhere between them. As was stressed before, in 
all three countries, the rigidity of internal price structure 
will have to be taken into account. Even more compli- 
cated may be the problem of stabilizing the currencies on 
the Continent of Europe and in the Far East. They will 
have to start from scratch, since their international 
economic relations will either have to be 
rebuilt all over again, or will be completely 
altered. 

Wholesale price indexes on the Con- 
tinent offer absolutely no clue as to the 
future alignment of price levels or the 
stabilization of currencies. The indexes are 
largely based on regulated prices and reflect 
more the effectiveness of ‘price control than 
the purchasing power of the particular cur- 
rency. Price regulation is unquestionably 
better organized and more effective in Den- 
mark or Norway where the price level 
advanced about 85 per cent since 1939 than, 
for example, in Bulgaria, where rationing 
is difficult to put into effect. Bulgarian 
prices are up about 130 per cent. There is 
not miuch information on non-rationed 
goods, except that in black markets in Italy, 
France, Yugoslavia and Roumania prices 
advanced from 300 per cent or so. 

Exceptional resistance to price advances 
in the Reich itself—as the reader will see, 
Germany price index advanced but about 
15 per cent—may be explained by a very 
effective control of prices, wages and profits 
from the very beginning and by the fact 
that all items (Please turn to page 316) 
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By and large, the new tax bill now pending before 
Congress changes relatively little in the current pattern 
of corporate taxes but earnings of a relatively great num 
ber of corporations will be affected in varying degree. As 
it now stands, the bill will boost Excess Profit Tax rates 
on corporations from go% to 95%, at the same time 
lowering the invested capital excess profits credit for 
many companies. However, the over-all 80% ceiling on 
‘otal corporate taxes payable remains and there is partial 
compensation for the higher EPT rates in the resultant 
increase in post-war credits, despite the unchanged 10%, 
rate as in the existing revenue law. Altogether, the new 
provisions are expected to boost corporate taxes some 
$500 million annually, a relatively minor increase if 
viewed against the enormous tax bill already paid by 
corporate business. 

The new bill, incidentally, contains some redeeming 
features elsewhere. These are amendments to the war 
contract renegotiation law under which thousands of 
companies would be removed from the scope of that 
statute, some retroactively, by reason of limiting renego 
tiation to contracts exceeding 


TAX THREATS 
TO SOME COMPANIES 
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Foundry, and also nearly every aircratt. manufacturer. 

The proportionate increase of excess profits taxes to 
be paid by the railroads in 1944 will exceed that of anv 
industrial group but this is due less to the higher tax 
rate impending than to the fact that an increasing part 
of railroad earnings will next year become subject to 
EPT, the result of progressive exhaustion of carry-over 
credits. Relatively few had carry-overs into 1943 and it 
is questionable whether any will be left at all to reduce 
tax liabilities next year. 

The oil industry on the whole will not be materially 
affected by the proposed increase in EPT. In most in- 
stances, the difference on basis of 1942 earnings will come 
to a few cents per share only. In the case of Standard Oil 
of New Jersey, it would amount to exactly one cent as 
also in the case of the Texas Company. Standard Oil of 
Indiana and Shell Union Oil would pay three cents more 
but for Standard Oil of Ohio, the boost, exceptionally, 
would be around 60¢ 

The copper mining industry would pay only mod. 
crately higher charges, 15¢ for Phelps Dodge and 12c for 

Kennecott while among lead pro- 





$500,000 and excluding regular 
commercial products from renego- 
tiation. Additionally, the powers 
of renegotiation administrators 
would be curtailed and_ they 
would be forced to judge the 
reasonableness of profits in the 


EFFECT OF HIGHER EPT TAXES ON EARNINGS 
OF SELECTED COMPANIES 





light of federal tax burdens and 
post-war reconversion problems. 
In terms of dollars and cents, 
these provisions may in many 
cases more than offset the small 
increase in EPT rates. 

Impact of the latter on earnings 
will vary widely, ranging from a 
few cents per share to as high as 
boc for most companies with the 
average somewhere in the lower 
half of this range. But some com- 
panies which conceivably might 
be affected most because of their 
high profits, may escape entirely 
the additional impost since their 
tax payments have already 
reached, in the aggregate, the 
maximum of 80% stipulated in 
the present law. Among com- 
panies in this category, on basis 
of 1942 earnings, would be found 
General Electric, Bethlehem Steel, 
Ingersoll Rand, American Car & 
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U. S. Steel 

Jones & Laughlin 
Wheeling Steel 
Stand. Oil N. J. 
Texas Co. 

Shell Union Oil 
Stand. Oil Indiana 
Stand. Oil Ohio 
National Dairy 

Corn Products Refg. 
Westinghouse Electric 
General Foods 
Melville Shoe 
Canada Dry 
Owens-Illinois 
Pullman 

Internat. Harvester 
Underwood-Elliot Fisher 
Internat. Business Machines 
Radio Corp. 

Phelps Dodge 
Kennecott 

Am. Tel. & Tel. 
General Motors 
Internat. Paper 

St. Joseph Lead 
Vanadium Corp. 

U. S. Rubber 


ducers. St. Joseph Lead would 
face an increase of some 10c per 
share. Vanadium _ Corporation 
would have its EPT increased bv 


Tax a 
‘emma 1942 gc per share so that on the whole. 
per Net the non-ferrous metal industry 
common per would not suffer to any great ex- 
share share tent 
$0.52 $5.35 ; Th ; 
60 4.42 The boost would be somewhat 
30 4.61 higher for the steel makers. EPT 
= aa of U. S. Steel would be hiked some 


03 198 52c per share, those of Jones and 


03 289 Laughlin even 60c, Wheeling Steel 
60 6.68 30c. Westinghouse would be af- 
= By fected to the extent of 64c but this 
64 5 44 concern, as some of the foregoing 
09 250 ones where total tax liability has 
18 2.39 already reached the limit of 80%, 
= pH will actually not pay any more 
30 288 The same applies in part to Inter- 
18 4.95 national Business Machines which 
17 3.04 normally would face a tax increase 
= yt of 66c per share; Underwood- 
15 277 Elliot-Fisher, on the other hand. 
12 4.51 would only be liable for 17¢ addi 
.23 8.57 tional. 

> er Since tax bases vary among the 
"10 2:89 various components of a given in- 
09 1.33 dustry, individual examples of 
11 1.82 prospective tax increases under 


the pro- (Please turn to page 316) 
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Cancellation of war contracts already has exceeded the 
aggregate amount halted when World War I ended. The 
eight-billion-dollar figure has been passed and the im- 
pact has hardly been felt. But War Mobilizer James 
Byrnes warns the need of action now to “guard our 





Washington Sees: 


The ruling which makes military officers eligi- 
ble to campaign for political office isn't likely to 
play a significant part in the next presidential 
campaign. 


Modern warfare is a science which calls for 
professional training in a field about as far re- 
moved from the political as can be imagined. 
There is little history to prove that politicians 
are unfitted for generalship, but some outstand- 
ing examples of generals who failed to make 
good as political administrators. 


But even that generally accepted fact, or sur- 
mise, might be set aside if the issue could be 
raised that there is faulty direction of the war or 
that the constitutional provision making the 
President commander-in-chief was working to the 
Nation's disadvantage. Only a major military 
reverse could spur such an issue, and with the 
United Nations on the move in all sectors the 
prospects are growing more, not less, favorable. 
Every indication is that the next presidential 
campaign will be waged on domestic issues. 


Then, too, there is the attitude of the military 
men themselves. Their field of glory is the battle- 
field, not the political pit. Charles Evans Hughes 
lost votes because he had left the Supreme 
Court bench to run for the presidency. What of 
a general who would leave his men to wage the 
fight? 

















economy from the shock of sudden changes occasioned 
by revision in our war strategy.” That hints new, large, 
abrupt cancellations, suggests expectation of not distant 
peace. 


Soldier Votes are being blocked largely by Republicans 
in Congress, although the inspiration comes from “State’s 
Rights” Democrats. Without GOP alliance, the South- 
erners couldn’t make their views prevail; yet analysis 
of the New Jersey vote in the November election—in 
which soldiers cast ballots by mail—shows a great prepon- 
derance of republican sympathizers. Suggestion is made 
that the GOP may be “missing the boat” by casting off 
a strong gangplank to victory. 


Jim Farley's fine political hand is seen in the threat by 
anti-New Dealers to bolt the party next year and join 
forces behind a conservative Democrat. Farley definitely 
is in the field for the nomination. When Senator Elli- 
son D. Smith of South Carolina proposed Senator Harry 
F. Byrd of Virginia as the nominee, Farley lost less than 
24 hours getting to Smith’s office. Significantly he was 
accompanied by Senator A. B. Chandler of Kentucky, 
lukewarm New Dealer and colleague of Senator Alben 
Barkley, majority leader. 


Fathers Draft is still in the debate stage, departmen- 
tally, while pre-Pearl Harbor fathers still are moving 
into the armed forces. Unless physical requirements 
are lowered to take in many 4-F’s, one million dads will 
be inducted by next July 1. Because many war business 
and industrial working staffs were built around young 
fathers on the implied assurance of deferment, occupa- 
tional status will be re-examined. 


War Bond Goal from Government payroll sources will 
be boosted to 35 per cent in January—on a voluntary 
basis, and largely to set the pace for non-government 
payrolls. Meanwhile more bonds are passing in and out 
of purchasers’ hands than ever before. September re- 
demptions were five and one-half times as great as in 
September 1942. On the other hand, comparison of 
sales shows September 1943 moving 13 times the aggre- 
gate sold in the corresponding month in 1942. 
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As_was true of Casablanca, the fact that there was a meeting 
at Teheran struck official Washington as more important than what 
came out of it. Most of the preliminary work in integrating the 
Allied strategy already had been done at Moscow. The net was a top 
level ratification of the grand coalition. 

















Acceptance of Stalin's choice of meeting place was no surren- 
der of prestige. The Man of Steel happens to be the only chief of 
state among the principal United Nations who is the active, as well 
as the titular, head of the military forces. 














Timing was given top billing in the communiques. They re- 
flected General Smut's warning to the Allies: "If Europe is to be 
saved from immeasureable disaster we must look upon the earliest 
ending of the war as of first importance." That, too, has been 
Stalin's preaching. Now Churchill and F D R have taken it up. 

















The fact that the President and the Prime Minister were able to journey to 
Iran in wartime in safety will be cited as proof of the need for a world system of 
law and order administered by a world organization. Time and distance have been 
erased; all Nations are neighbors, none distant, the argument runs. 











Washington drew great consolation from the parleys and the announcements 
which eventually reached this country. The long and sometimes bitter argument over 
a "second front" in Europe was interred. 











The United States and Great Britain, with Gen. George C. Marshall in 
command, the communiques appeared to say clearly, will strike at Germany from the 
"west" and destroy her army. Blows of increasing intensity will be struck simultane- 
ously from the "east" and "south." 











Among the more practical-minded viewers of the war picture there was satis- 
faction that no where was the term "unconditional surrender" repeated. Many have 
thought from the beginning that the choice of dramatic language was unfortunate. 








Axis broadcasters who rushed to their microphones after the premature 
announcement of the Teheran conference were unable to say to the German citizens 
that the United Nations reiterated their pledge to reduce the population to 
"peonage". Literally interpreted "unconditional surrender" leaves little to be gained 
by laying down arms. 











Labor demobilization, heretofore discussed in the light of something to 
happen after the war has ended, is being examined as a current topic where the sub- 
dect is best known. Within the next three months, 150,000 war workers will lose their 
jobs, "victims" of cutbacks in certain types of production. 











No immediate problem of unemployment is faced. On the contrary, about 
500,000 new workers are needed by the heavy industries now. WMC sees the post-war 
problem as not one of finding men to do essential jobs, but finding useful and suitable 
jobs for demobilized war workers. That, says McNutt, means intensive training now. 








Idea of the swiftness of the movement form military to peacetime industrial 
production may be gleaned from the announcement that expansion of the munitions 
output will be at a slower pace than first planned, releasing 900,000 operators for 
other types of work by July 1944. 
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And the available supply of manpower is being drained off by the military 
services less rapidly than originally was planned. The armed forces have taken in only 
700,000 men between July and November. The year end net military shortage based on 
Selective Service calculations, will be 340,000 men. 








Important as indicating the turn in the war which places the Allies defi- 
nitely on the offensive everywhere is the fact that production of landing craft has 
been placed ahead of everything else in the national arsenal. An overriding priority 
places them ahead of planes,. high octane gasoline, and all other "urgency" items. 











The new emphasis on landing craft eventually will occupy 4,000 prime con- 
tractors, will involve approximately 20,000 firms in the production. The pro- 
duction goal is a military secret, except that it will greatly exceed the $750,000, 000 
disbursement that preceded the Mediterranean invasion. 








j The "break" is beginning to come for railroads, whose executives have been 
operating, with crossed fingers, antiquated freight cars with peak loads, high 
speeds, too little shop attention. WP B has made possible construction of thirty 
thousand new, all-steel freight cars. 














Advantages of the all-steel construction include saving of upkeep costs, 
increase of 300 cubic feet space over the composite type. Also scheduled for 1944 
will be twenty thousand composite type cars, making the year's output the greatest in 
the last decade prior to Pearl Harbor. 








War costs in 1942 stood at less than one-half the total income payments to 
individuals 52.4 billions against 116 billions, but increased this year to more 
than one-half -- 86 billion as against 142 billions. Congress, by a systematic 
program of recapture of funds not immediately needed by agencies, is determined to 
check the rise in 1944. 

















Washington reviewed with satisfaction, results of two years of warfare 
against Nippon rounded out this month. December 1941 saw Pearl Harbor blitzed, and 
a few days later the British "Prince of Wales" and "Repulse" sent to the Malayan 
waters’ bottom. With sea control, Japan speedily took the Philippines, Singapore, 
and the Netherlands East Indies. 

















Today the picture is changed. In the Coral Sea, in the Solomon Islands -- 
hacking away, more recently at the Marshalls and Gilbert Islands -- reflect the 
story of immensely improved land, air and sea strength of the Allies. China has 
been strengthened. 














Most important of all from a psychological standpoint at least, if not 
militarily: as a result of recent conferences in Moscow, air bases in Siberia will 
be made available for a side-door blow at Japan proper. 











Demands by the United Nations upon oil stocks of this country will de- 
crease, but in the early stages at least, very gradually. Opening the Mediterranean 
for traffic, and an improved tanker situation will reduce losses, ease the drain here. 








Conservation will be adopted as a permanent national policy to slow the 
rate of depletion. That goes both for domestic supplies and American-controlled 
foreign sources. Administrator Ickes' warning that this country "could not oil an- 
other war" is ominous." 
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Tue war’s dynamic impact on industrial activity has 
incisively affected profit margins in many industries. Re- 
onversion in turn will entail new shifts, some reverting 
‘0 pre-war levels, others initiating entirely new trends 
according to basic factors governing the post-war outlook 
of industries and corporations. With at least partial 
conversion approaching fast, projection of such trends, 
however tentative it must be at this time, promises inter- 
esting clues to the future trend of earnings and invest- 
ment values. 


The tax factor, in view of its magnitude, has all but 
obscured war-time changes in profit margins, the more so 
is the average investor is chiefly interested in net profits 
rather than pre-tax profits. But net earnings offer a poor 
basis for analytical examination of profit trends. More- 
wer, no basis exists for comparison with pre-war margins 
in view of the sharp discrepancy in tax rates. In this 
itudy, therefore, we shall concern ourselves exclusively 
with pre-tax profit margins, that is the ratios of pre-tax 
carnings to sales. This should furnish a better indication 
of corporate earning power under war conditions and 
conversely, of the extent of probable shifts under recon- 
version. 

But here, too, a number of differentials require special 
wnsideration to obtain a balanced picture. They include 
lenegotiation, the creation of special reserves from earn- 
ings and changes in depreciation and amortization policy. 
‘ince these frequently need individual clarification and 
lefinition, they will be dealt with individually rather 
than generally. 

Broadly speaking, two facts stand out boldly when 
inalyzing war-time pre-tax profit margins. First and 
probably most important is that rising costs, and that 
includes payrolls, have been far less of a factor in deter- 
mining earnings than is widely assumed. And secondly, 
widespread and often drastic reduction of selling and 
idministrative expenses was instrumental in many cases 


1943 


DECEMBER 25. 








Along New York's Shopping District— 5th Ave. at 39th Street. 


Weighing Distortions 
In Corporate Profit Margins 





Many Now Above Normal 


KRAUSS- 


in maintaining margins, even boosting them materially 
in combination with lower cost ratios. The latter re- 
sulted not only from rapidly increasing operating eff- 
ciency but from widespread paring of unit costs due to 
vastly expanded volume. In other words, industry as a 
whole was amazingly successful not only in offsetting the 
rising trend of materials costs and wages but in boosting 
profit margins as well. This may hold important post- 
war implications when cost structures will again revert 
to their former role of decisive earnings determinants. 
But withal, the picture varies greatly as is clearly 
evident from a study of comparative pre-tax ratios listed 
in the accompanying table. In the air transport field, 
for instance, pre-tax margins widened very substantially 
reflecting the record business done without a porpor- 
tionate expansion of operating costs due to inability to 
obtain equipment. This is a strictly war-time factor and 
margins are bound to recede when new investment in 
flying equipment is again possible and will in fact be 
necessary on a large scale. The re-equipping process may 
conceivably begin in a modest manner under partial re- 
conversion, that is after the end of the European war when 
perhaps a small part of our aircraft production facilities 
may become available for commercial aviation. How- 
ever, demand for air transport is such that barring a 
definitely restrictive Government rate policy, margins 
should be well sustained. There was a time when Gov- 
ernment rate policy seemed to favor limitation of return 
on invested capital to 10% compared with currently 
realized returns of between 15% and 20%, with the 
average around 16%. .More recent indications, however, 
support the belief that the Civil Aeronautics Board will 
permit rates which would provide pre-tax earnings up 
to 24% which is around the top presently realized in 
the industry, but official policy needs further clarifica- 
tion. Meanwhile no marked changes in profit margins 
are likely for the duration. While current returns are 
excellent, they are not excessive if one considers the 
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PRE-TAX PROFIT MARGINS 
of Representative Corporations 
xk * * 
1942 1939 
%o %o 
Am. Airlines ........... S:steselaverb pute a's? OD 12.00 
United Air Lines .......... 5 coocces 2800 7.00 
SOMNSIEEMUCRDNE. 6 0.0.05.00 00'0:0,010 00:0 iesess TeRdOD 13.72 
United Aircraft ..... EGEes cee eearee 11.27 21.67 
BORN PITIGRO TO, 0.5 6.6 6 6:00:06: 5:00:0:0:0-0' 8.87 Def. 
Bendix Aviation ...... ESE ee 12.66 12.83 
Borg-Warner ............ oe ee 17.62 11.26 
TROMPSON PROGNCES ooo. ick. cc ses cee cen 16.17 9.82 
Stewart-Warner ...... Eeeieiee ea aw eer 23.60 2.63 
REPRE aoe 5 0255) cisiereioawiale eieeicse cence  EOIOE 8.25 
TET MMMNITS <..0.ss00\004060000S% 40. 11.60 16.58 
Johns Manville .......... A or re 19.62 9.56 
233 2) ee oe ; 20.68 20.13 
SUMMING G15 oa sis a wo eos orgies we aietice 15.50 6.60 
NN ops cose alsthio es bed abe Reece 29.50 35.90 
ANOS Chemical 00 eccceeccecsccsewcs 17.49 15.21 
PNUD MESMN MINED 5 osoic.5 os a ouse cccseeeeees 24.28 24.95 
POPU RENAMED 2 io, s ao '.b oe eikGlewinw wh eho 12.38 12.35 
Owens-Illinois Glass ................0. 18.14 12.58 
toed tS a a 23.91 9.37 
RR MINNIER os a0 6 ois snr ale ows Vawloe oc 15.96 9.73 
EDEN eo Coaiw Salida esis 14.37 9.24 
Corn Products Refg................... 22.61 22.20 
owe oo! aaa ee 15.33 12.74 
Standard Brands ................. , 13.50 8.17 
PANN RENOINS MOTION 5.5 is e.o\lo soe id neso'sssak-e 6: 0 6.01 10.44 
Do ea a ne eae 9.20 10.66 
OI 2 eee ee eee 12.90 8.36 
Internat. Harvester ................... 15.81 4.49 
elo 2 ae re ene en 19.92 13.90 
UMMEED oh c ae MAsaGdas bkeautontee 23.17 10.03 
SOT SOMONE 85 55 5.5.05 seis ier sc'abes ven 25.83 22.52 
PPMROUE BSD. oso osd oe od ev cesoes 1.92 2.70 
Cudahy Packing .........ccccccccccuce 1.67 0.62 
MOEN ta tS es evese ys fniavaie wo bc eigwlcw ears 17.96 15.88 
cold ad , 34.07 35.87 
L073 See ren eee nine 18.00 9.98 
Paramount ........ SeSeSideonesessasiec 23.00 3.41 
ARENT MONIES 59 6 656150 cere a ’ovev 06.0. eaeans 15.79 2.38 
Internat. Business Machines ........... 29.67 28.40 
Nat. Cash Register ................... 12.63 6.64 
Remington Rand .................... 18.27 4.77 
ul. Sea Se 8.75 6.58 
SIRPAMEL ORD URIINS De 6 6.4 .6 06:6 asinine ane Sisto ogee g 12.83 11.93 
Atl. Refining ................. wistesavewiece 6.00 5.12 
SUMO MUMIMDIN 5 6556 scaresa%ev0:4 srore'engderniencaery 37.40 39.30 
NNN 565 ichis Swisher caine aco dsih caveeorvoncr 10.68 10.39 
Kroger Grocery .............cccceccee 2.94 2.73 
OS eee re ans 6.88 4.83 
Montgomery Ward .............. i 7.74 5.81 
2) OS eee ae , 4.09 0.68 
EATS OMI 55a 5:6 2 ca. /a 5 ai wiale ave%S°a in gras 9.51 5.80 
Le” eee Sade menSweee we 12.34 5.98 
Bethlehem Steel ................... . 11.70 7.64 
SMD MONIIN 55 ais <-.0 sins oreo ore axe'arsonse gas 18.30 11.69 
RSPCHNB SPOOR 6.55.0 nss oso da-0e ooicccacn. 15.50 7.10 
EERE : 21.81 22.65 
eae parvsets 21.53 8.49 
Ly 2 Se ae aerate 6.79 6.64 
oS ee ace ‘ 16.77 5.73 
2 PSS SS aR Ee i a Ga 8.33 6.70 
PRM 55 ES oss rss Bacher width eave eee 8.99 5.48 
Am. Tobacco ................. eS ere 12.37 12.12 
Reynolds Tobacco .............. sista 11.85 12.00 
General Cigar ........... paints ep rots ete ce 9.24 5.48 
American Locomotive ................. 9.47 Def. 
Baldwin Locomotive ................. - 10.88 5.78 
Pullman-Standard ..... Se Ae ne eee. 14.30 5.24 
ee ne eT ee 24.13 21.57 
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forthcoming heavy capital needs incidental to the ex- 
pected huge post-war development of commercial aviation. 

In the aircraft manufacturing field, pre-tax margins 
after renegotiation are currently ranging between 10% 
and 12% or considerably below 1939 levels though 
some, such as Boeing, show marked improvement from 
their pre-war deficits. Renegotiation is the main restric- 
tive factor, in some cases narrowing the margin as much 
as 20%. Creation of sizable reserves from earnings add 
to the shrinkage while sharply lower selling and admin- 
istrative expenses provide only a relatively minor offset 
as does the sharp drop in engineering and development 
expenditures, an important pre-war factor. Cost ratios 
reveal mixed trends, largely arising from the change 
from the earlier cost plus fixed fee basis of operations to 
fixed price contracts which encourage cost reductions. 
While operating at capacity, margins may widen slightly 
in ratio to increasing predominance of the latter type of 
contract but on the whole no great changes in pre-tax 
margins should be expected for the duration. In view 
of inherent uncertainties affecting aircraft manufactur- 
ing, it would be impractical to look beyond. 


Automotive Industry 


In the war-important automotive parts industry, re- 
negotiation is also a vital factor affecting margins. That 
of Bendix Aviation, for example, was 26.90% before 
renegotiation, but only 12.66% after, which is slightly 
below the 1939 pre-tax margin of 12.83%. Other leading 
factors of the industry, such as Borg-Warner, Thompson 
Products and Stewart-Warner, showed substantial in- 
creases Over pre-war margins as shown in the statistical 
table. The figures given for the former two are after 
renegotiation; Stewart-Warner’s margin of 23.60%, is 
before renegotiation and compares with a 1939 margin 
of only 2.63%. While the spread should narrow mate- 
rially after renegotiation, there still should remain a 
very material improvement, largely the result of sharply 
lower selling expenses which, with the Government as 
principal customer, are virtually nil for the duration 
but were quite important before the war when compceti- 
tion ran high. This trend is characteristic of the entire 
industry; in some instances, cost ratios are also lower. 
The future trend of war-time margins depends on the 
success of attempts to ease the renegotiation law, permit- 
ting profits after, rather than before, taxes as basis for 
refunds and allowing reserves for post-war reconversion 
as deductible tax items. The outlook presently is ob- 
scure and for that reason, no marked change in margins 
should be looked for in the immediate future. Some 
slight improvement may develop with companies such 
as Borg-Warner where prospects are good for partial 
revival of the manufacture of refrigerators and appli- 
ances permitting somewhat better profit margins than 
currently realized on war orders. 

In the automobile industry, too, the renegotiation 
factor is severely restricting margins carrying them mod- 
erately below pre-war levels in the case of the leading 
companies. Thus the margin of General Motors, after 
renegotiation, in 1942 was 11.6% against 16.58% in 1939. 
For the first nine months in 1943, a margin of 10.4% is 
indicated, after provision for renegotiation of $63.40 
million. The 1941 margin, before renegotiation, was 
20.20%. Chrysler’s in 1942 was 6.01% compared with 
8.25% in 1939. For the first nine months of the current 
year, a margin of 7.1% is indicated. Hudson Motor’ 
1948 margin is estimated no higher than 3.5% which in- 
cidentally is better than realized in peace-time. Nash- 
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Kelvinator will probably show about 5%, after renego- 
tiation. Willys-Overland prior renegotiation will show a 
pretax margin of about 17% which, however, will be 
sharply cut by renegotiation. With schedule shifts lately 
affecting net, and perhaps becoming a more incisive fac- 
tor in 1944, a slight narrowing of future margins would 
not surprise but little if any change should occur with 
the leaders in view of their heavy concentration on war 
work. But once reconversion begins, entailing heavy 
expenditures, margins will naturally drop sharply, if tem- 
porarily. 

Modest to sizable gains in margins were realized in 
the building materials industry, principally reflecting a 
material drop in selling and distribution costs. “Though 
earnings generally will now decline for companies heavily 
dependent on new construction, the drop will not be of 
major proportions owing to the tax cushions and mar- 
gins should continue well sustained. They should still 
run above pre-war once private building is resumed 
under partial reconversion since initially the competitive 
factor requiring larger selling expenditures will hardly 
measure up to pre-war importance, thus permitting at 
least for some time substantial savings in this direction. 
Moreover, profit margins on private business should 
average above those permitted on Government orders. 

Aided by increasing volume and efficient operations, 
the chemical industry has been able to maintain favor- 
able margins despite rising costs and Government-en- 
forced price reductions in many lines but margin gains 
over pre-war were narrow with some leaders showing 
recessive trends. In 1942, the pre-tax margin of duPont 
was 33.68% before renegotiation, and 29.50% after, com- 
pared with 35.90% in 1939. Allied Chemical after re- 
negotiation realized 17.49% versus 15.21%, and Union 
Carbide 24.28% against 24.95°%. Lower selling expendi- 
tures largely offset rising materials costs but in view of 
the heavy semi-fixed overhead characteristic of the in- 
dustry, the pressure against margins is rather severe and 
the latter increasingly sensitive to volume. They should 
continue good, around current levels, as long as war- 
stimulated sales levels prevail but narrow once volume 
tapers off. This trend is accentuated by the rise in over- 
head due to war-time expansion of capacity. 


Container Industry 


Higher unit costs, the result of restrictions on can 
manufacturing and only fully felt in 1943, is tending to 
hold down margins in the container industry but they 
should widen under reconversion permitting realization 
of full benefits from greatly improved tin-plating proc- 
esses. Costs and selling expenses declined sharp!y in the 
glass container field, the former due to vastly expanded 
volume, but were partly offset by the effect of ceiling 
prices. While eventual removal of the latter will be 
beneficial, costs may rise in the wake of ultimate revival 
of competition with tin containers; thus no marked 
change in over-all margins are likely after reconversion 
with a gradual decline to pre-war levels a possibility. 

Sharply higher volume materially reduced unit costs 
in the electrical industry and coupled with drastic de- 
clines in selling and distribution costs, margins widened 
substantially as indicated on the accompanying table. 
While they may narrow henceforth due to voluntary 
price reductions to the Government, they should be 
cushioned by expanding production. Under reconver- 
sion, they should again widen and generally run above 
pre-war since volume is likely to continue high and 
war-born operating efficiencies are considerable. In all 
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Shells being made at one of the Oldsmobile 
war production plants 


probability, they will be narrowest in the radio field 
where post-war competition is likely to raise selling costs 
materially. 

Existing ceilings on foods are providing satisfactor, 
margins for the food industry and should continue so 
in view of the urgent necessity to maintain peak output. 
While costs tended to rise, selling expenses declined at 
least proportionately, resulting in moderate advances 
over pre-war margins. The trend is most pronounced 
with Standard Brands, reflecting improved operating 
efficiency. Future changes will be largely governed by 
volume, and for the duration of the war by price policies. 
Thus until ceilings are relaxed or removed, no marked 
changes in margins are in sight since volume will no 
doubt continue at peak levels. 

Contracting profit margins are revealed by the house- 
hold furnishing industry, reflecting narrower profits on 
war work to which the industry is about 50% converted, 
and severe restrictions on normal output. Together, this 
more than offset the drastic declines in selling expendi- 
tures but everything considered, the constriction of 
margins was rather less severe than one would have ex- 
pected. Under reconversion, margins should improve 
quickly in ratio to expanding normal output, probably 
affording better than pre-war returns which averaged 
about 9%. Simmons fared better than in 1939, on a per- 
centage basis, but the improvement was solely due to the 
sharp cut in selling costs, normally very large. 

Though initially narrowing with the imposition of 
ceiling prices, margins in the farm equipment industry 
subsequently widened with enlarged production quotas 
and a good volume of repair parts business, coupled with 
greatly lessened selling costs. With reconversion well 
under way, over-all margins despite the incidence of 
reconversion costs should be well maintained, supported 
by additional gains from the revival of time sales and 
the accrual of finance charges. 

In the machine tool industry, profit margins rose 
sharply under peak output but with sales tapering off, 
they are now contracting al- (Please turn to page 313) 
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Selected Investment Opportunities 
to Benefit from Reconversion Phase 


wa ee 


Tre approach of reconversion of industry from war 
to peace production serves to focus increasing attention 
on investment opportunities in fields where reconversion 
is an early prospect, or on companies which stand to 
benefit quickly and substantially during the reconversion 
phase. This of course has occupied investors’ minds for 
quite some time but recent market action, in our opin- 
ion, has created new opportunities for commitments at 
advantageous levels and conceivably may continue to do 
so during the current phase of market indecision. 

For the benefit of investors who may wish to enter or 
extend commitments in such situations, we have selected 
a number of companies which we believe hold excellent 
promise both for the nearer and longer term. In dis- 
cussing them we wish, however, to stress the importance 
of timing in making purchases and recommend that they 
be undertaken in accord with our general market advice 
found elsewhere in the Magazine. 

Partial reconversion should mean, first of all, the 
easing of restrictions on civilian production and thus 
progressive replenishment of depleted merchandise stocks 
in many lines. With public purchasing power at peak, 
retail trade is bound to benefit first and, chances are, 
quite substantially in view of steadily accumulating de- 
ferred demand. Allied Stores Corporation is especially 
well situated to benefit therefrom since a rather large 
share of its business is normally in consumer durable 
goods such as furniture, household appliances, etc., now 
extremely scarce and hence slated to become “best sell- 
ers” once they are again available. Allied Stores is pri- 





A Celotex Cemesto Board panel being applied to 
a house for defense workers 
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marily a holding company, controlling through sub- 
sidiaries a total of 61 department and junior department 
stores located in many large cities throughout the coun- 
try. All stores are operated under their own established 
names and are highly decentralized so that merchandis 
ing policies and sales effort can be better adapted to 
local requirements. With few exceptions, each unit is 
well entrenched; in fact go% of the consolidated sales 
are accounted for by stores in existence before the turn 
of the century. The combined group now ranks as the 
largest chain of department stores based on dollar sales 
volume. The principal unit is the well-known Jordan 
Marsh Co. in Boston, New England’s leading depart- 
ment store, with a current turn-over of about $40 million 
annually. Other important units are located in Min- 
neapolis, Cincinnati, Baltimore, St. Paul, Akron and in 
some 25, other leading cities. 

Under aggressive and capable management, sales and 
particularly earnings have increased much more rapidly 
than for the merchandising field as a whole, due largely 
to the many acquisitions in recent years. Of the $170.8 
million sales in 1942, about $40 million or 23% is ac- 
counted for by stores acquired since 1934. Net profits, 
over the eight year period since 1934, increased from 
$1.1 million in 1934 to $5.7 million in 1942, and the 
company virtually doubled its percentage share of the 
entire industry group. 1943 sales are estimated to ap- 
proach $200 million, and pre-tax net is estimated about 
$21.50 million against $14.81 million in 1942, affording 
a pre-tax profit margin of 10.8% compared with 8.3% 
last year, a notable gain considering the present difficult 
conditions in the merchandising field. 1942 net is cur- 
rently estimated at around $3 per share against $2.50 in 
1942; it may approach $3.50. 

While rather heavily capitalized, a sound working 
capital position has been built up with net working 
capital exceeding $40 million; this amounts to 169% of 
funded debt and 86% of funded debt plus outstanding 
preferred stock. Cash holdings of $13.77 million are 
equivalent of 94% of current liabilities. ‘Though past 
earnings improved steadily, dividends initiated in 1942 
were kept modest but payments more recently were 
stepped up from the former 15c quarterly to 25¢, placing 
the stock on an annual $1 basis. 

In the wake of excellent interim reports, confirming 
the aforementioned sales and earnings progress, the stock 
has held close to its 1943 high and is currently selling 
around 153%. On basis of indicated 1943 results, dividend 
yield is better than 6% and price earnings ratio barely 5 
to 1, a very modest capitalization of current and future 
potentials. 

Another promising bet in the department store field 
is Best & Co., thanks to decentralization of its stores 
which greatly enhances inherent growth factors. The 
company operates a large retail store in New York and 
in addition has nine branches in better class residential 
sections adjacent to metropolitan areas. Major emphasis 
is placed on quality and style clothing and virtually no 
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oI EI IIIIIEIEIEIEIEIEIEIEEEEEIEEIEIEIEEEEEEEEIIyIyIyCyE>y_ly>—E>y~=>E———————— SS SS SSeS 
Book Value Working Earnings Dividends Price Recent *Yield *Price- 
per Share Capital per Share per Share Range Price “>  Earmings 
$millions Avge. 1936-39 1942 Avge. 1936-39 1942 1943 atio 
Allied Stores 15.14 39.61 1,04 2.50 0.05 0.45 1615-1614, 15%s 5 6/1 
American Locomotive 144.91 (a) 29.60 d1.54 3.37 None None 1714- 734 144% ——— 4.3/1 
Armstrong Cork 35.56 25.30 2.95 1.95 1.94 1.35 4034-30 361 4 19/1 
Atlantic Refining 66.30 53.40 2.30 2.33 1.00 0.70 285-183, 261% 3 11/1 
Baldwin Locomotive 37.09 12.29 d0.90 4.23 None 1.00 1934-1034 183%, 6 4.3/1 
Best & Co. 38.88 »5.96 3.83 2.72 2.45 2.00 38 -223, 35 6 1295/1 
Borg-Warner 21.85 34.37 3.30 3.09 1.90 1.60 39 -263, 3514 5 11.5/1 
Celotex 8.96 ¥ 4.02 2.13 1.55 0.30 0.75 1434-814 115, 6 7.4/1 
Deere & Co. 32.03 99.04 2.91 3.51 0.50 1.35 43 -26 38% 3.5 11/1 
Flintkote 18.04 . 6.76 1.64 2.18 1.02 0.90 2214-1535 19 5 9/1 
n sub. | National Lead 23.37 38.42 1.16 0.87 0.44 0.50 204-14 19% 25 22/1 
National Supply 10.98 40.71 2.32 1.66 None None 155<- 534, 12 as 7/1 
rtment Simmons Co. 19.98 18.92 2.48 2.11 2.06 1.25 28 -16); 25}. 5 12/1 
> coun- Socony Vacuum Z0.e9 234.07 1.40 0.99 0.62 0.50 1514-10), 12). S 12.5/1 
slished | Standard Oil of Cal. 44.99 93.31 2.39 2.35 1.42 1.50 40 -283, 353, 4 15/1 
handis- United Fruit 59.77 31.26 4.34 4.08 3.81 3.75 7615-601, 757 5 18/1 
eal tw *Based on 1942 earnings. 8) per Preferred share. 
unit is ones uuu SS SSESEE=E=E=ELE:EE®™®&=:=:E=:=E:=:_=EIE=E=E=EEEESS 
d sales 
Ye turn hard goods are handled which has been responsible for quent absence of common dividends since 1g2g when $8 
as the | well-maintained sales in the past year. Earnings have were paid, is now greatly improved. Through a capital 
ir sales | been exceptional and dividends good, the former aver- readjustment plan, preferred arrears have been elimi- 
Jordan | aging about $3.5,0 per share, the latter around $2. Ex- nated and a common dividend of fifty cents has been 
depart- | pansion of suburban branch stores holds promise of long- declared in December. Present backlogs of about $400 
million | term sales and income growth; both in 1943 are expected million are almost equally divided between war orders 
1 Min- | to reach new highs with net earnings before contin- and locomotive orders with the latter rapidly increasing 
and in | gencies estimated around $4 per share. Maintenance of in proportion as war contracts are worked off. 
dividends on a $2 annual basis is expected, yielding 6%. 1943 earnings should exceed last year’s of $3.37 per 
les and | Price ceilings so far had little effect on gross mark-ups, share and the outlook for next year points to further 
rapidly | and with a high rate of sales continuing, operating mar- improvement since locomotive orders are generally better 
largely gins promise to be well maintained. margined than war contracts. Foreign demand for loco- 
$170.8 Finances are excellent. Sizable earnings and a con- motives and rolling stock, in addition to large deferred 
, is ac- | servative dividend policy enabled the company to build home demand, should assure peak operations for at least 
profits, up substantial working capital, with $6.06 million at 4 years to come, possibly much longer depending on 
d from } the highest level in many years. Though receivables and _ foreign competitive conditions. This offers the company 
nd the inventories increased in relation to sales in recent years. an excellent chance for complete financial rehabilitatian, 
of the | because of the opening of new branch stores, the total is with resultant appreciation prospects for the common 
to ap- | conservative, relative to total current assets. Cash of stock. Pending materialization of these prospects, the lat- 
1 about | $2.73 million exceeds current liabilities of $2.32 million. — ter will largely retain its highly speculative character but 
fording While hovering close to the year’s high of 38, the potentialities are at least commensurate with the risk. 
h 8.3% | common at g5 sells at less than half its 1936 all-time Thus as a longer term speculation, the common, cur- 
difficult | high of 72; in that year earnings were $4.21 per share, rently selling only about four times 1942 earnings, has 
is cur- | an amount which should be closely approached this year distinct merit with prospects of progressively increasing 
32.50 in | despite considerably higher taxes and costs. With the — yield which should be promptly reflected marketwise. 

: return to more normal conditions, such as reconversion Baldwin Locomotive, reconverting rapidly, will soon 
vorking | will bring, appreciation possibilities of the stock are be entirely out of its formerly substantial tank produc- 
vorking | obvious. tion and even now has on its books the largest locomotive 
69% of In an entirely ditterent field, that of the steam loco- orders in its entire history. Past earnings were some- 
tanding | motive builders, reconversion is already well under way, what less erratic than those of its principal competitor, 
ion are | initiating sales prospects which may well turn out the American Locomotive, and the cyclical factor should 
gh past | best in the industry’s history. The demand outlook, both henceforth be further modified by mounting diversifica- 
in 1942 | domestic and foreign, is excellent and described in de- tion which includes the production of diesel engines, 
ly were | tail elsewhere in the Magazine. Leading beneficiaries of forgings and castings, hydraulic and special machinery 
placing the large potential demand are American Locomotive and marine engines. Reflecting heavy bookings of loco- 

Co. and Baldwin Locomotive Co. motive orders, 1943 sales are estimated to run to some 
firming American Locomotive, for some time a leading builder $235 million against $167 million last year, and net per 
he stock | of steam as well as electric locomotives, has greatly share should rise to around $4.78 from last year’s $4.23. 
- selling | diversified production in the past decade to include Renegotiation of 1942 business, while not completed, 
lividend | diesel engines for non-railroad use, steel wheels and should not affect reported earnings, according to the 
barely 5] springs, oil refining, distillation and synthetic rubber management. 

1 future | manufacturing equipment; hence future earnings pros- Henceforth, capacity production of locomotives is in- 

pects, in contrast with the earlier erratic record due to dicated for a considerable period. Dividends, after a 
wre field] the highly cyclical character of the locomotive business, lapse since 1929, were resumed in 1942 with the payment 
s stores} should contain a considerably greater element of sta- of $1. A drastic decline of general selling expenses, 
‘5. The] bility. The company’s leading position assures its full reflecting the virtual absence of competition which is 
ork and] share in existing possibilities. normally high in view of existing excess capacity, has 
idential The financial position, long unsatisfactory as reflected tended to more than double pre-tax profit margins in the 
mphasis} by sizable arrears on the preferred stock and the conse- locomotive industry. In the (Please turn to page 315) 
ually no 
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Adjusting the filaments of a 16-inch, Westinghouse searchlight 
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significant 


in Science 


Nor so long ago the public knew very little about 
science in industry. Now, partly as a result of the war, the 
reverse is true and there is danger that the average man 
will expect too much too soon from the magic of the 
laboratories. 

Industry busy with war work, but with no goods to 
scll to civilians, has filled advertising pages with glit- 
tering stories of achievements in research. The stories 
are all true but their cumulative effect may be to give the 
average man the idea that the world is going to change 
overnight as soon as peace returns. 

If people are unable to use electrons instead of hired 
girls to run their kitchens a few months after the end of 
the fighting, no great harm will be done. But investors 
who want a safe place for their capital to grow must pick 
the places in industry where new scientific wonders will 
really turn reasonably soon into profitable figures on 
income accounts. 

So now perhaps it is time for a more sober appraisal 
of the real impact of research on business and on pro- 
duction after the war, or even when business starts a 
partial reconversion from war production. 

Progress in the laboratory has been great but research 
marvels may still take a long time to come out into the 
market place. Many of the practical new developments 
in war time have been along the line of putting to use 
discoveries and products already made before Pearl Har- 
bor. It is these things that will be the first to turn into 
profits and dividends. 

There have been for example almost no new major 
chemical discoveries, none anyway that have seen the 
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light of day outside the veils of the censor. Wartime 
chemical progress has been chiefly in the putting to work 
on a tank car scale of products that a year or so ago were 
laboratory curiosities. All of this will, however, provide 
important and immediate post-war profits for the chemi- 
cal makers. 

The electronics industry has been getting the lion’s 
share of war time scientific headlines because the ad- 
vances in this field have overshadowed almost everything 
else in importance. But the first post-war uses for elec- 
tronics will probably be in the extension of television to 
the home and the theatre, and in industry in such jobs 
as speedy molding of large size plastic objects, and in 
automatic control of machinery. 

Some of the major chemical news has been in the field 
of drugs and of pharmaceuticals. New developments in 
glass are important because the foundation is being laid 
for taking the glass business into the chemical industry 
on a number of fronts. War needs have stimulated the 
use of some of the new metals, such as tantalum and 
zirconium which are going into electrical devices and 
surgical aids. 

There is news in motors with a new gas turbine in the 
forefront for post-war industrial use. The paper indus- 
try is taking a new interest both in the use of chemicals 
to improve its products and in the development of its 
own chemical by-products. Wood is becoming a steadily 
more important industrial raw material under the hand 
of the chemist who has gone beyond the making of ply- 
wood to making compressed wood with the strength of 
steel which may have a future in structural parts for 
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building and in automobile production. 

Post war profits in chemicals will come from plastics, 
from supplying the still rapidly growing rayon industry 
and from a host of long-named products that might be 
called specialties because only a little while ago they 
were shipped in pounds but which now go out almost 
in train loads. 

Most of the newer plastics have never had a chance to 
show what they could do in civilian industry. They be- 
gan to get going a couple of years ago but before indus- 
trial markets could learn how to use them they were 
immediately snapped up for war materials. In addition 
to this their production was frozen at the level required 
by war although the probability is that several of them 
will find even larger peace time markets. Priorities have 
prevented the building of new plants for many materials 
that even now have large civilian markets eagerly 
waiting. 

One remarkable example is Union Carbide’s Vinylite, 
which comes in a variety of chemical forms, generally 
what are called co-polymers of vinyl chloride and vinyl 
acetate. Vinylite may be a solid molding material; a 
flexible insulating material for cables, in itself a huge 
market; as a textile fibre; as artificial leather and as tough 
sheeting for everything from upholstery to shower bath 
curtains and umbrellas. This can probably be picked 
as the biggest single plastic in the “growth group” with 
an assured large post-war tonnage. 

Another plastic already pretty well known but which 
has not had a chance to come before the public is Dow 
Chemical’s Saran which is chemically related to vinylite. 
One of its advantages is its probable low post-war cost, 
because it is 70° chlorine which will be very plentiful 
and cheap after the war. Saran’s fields include molding 
materials, sheeting, piping for chemical plants and homes, 
rope and fibres for upholstery and even women’s hats. 


Growth of Plasticizers 


Although a great deal of attention has been paid to 
plastics, very little is heard of what are called plasticizers, 
which are getting up into a volume that may rival some 
ol the plastics in tonnage. There have been a number 
cf important new plasticizers developed lately which 
come into the class of the “specialties” just mentioned. 

A plasticizer is a material, generally a liquid, used to 
soften up a plastic to give it different qualities, pliability 
for example. One of the biggest consumers of plasticiz- 
ers is the synthetic rubber industry. So much plasticizer 
is used in certain plastic materials, sheetings for example, 
that chemists claim that they are not plastics with some- 
thing added, but really plasticizers with a little plastic 
added. 

Other “specialties,” which were unknown to industry 
a couple of years ago have an apparently unromantic use 
in the paper container industry, but though plebian, 
these materials also will be large volume and large profit 
producers after the war. Paper containers are now made 
ef cheap paper with chemicals added during the paper 
making process that are so water resistant that they can 
be tossed overboard from a ship during a landing opera- 
tion and allowed to float ashore with the contents un- 
harmed. The ability to make a tough high quality 
paper from cheap stock is going to be highly important 
to the post-war paper business and to the chemical mak- 
ers that supply it, because of the tonnage of product 
involved. 

The drug field is another very important consumer of 
the long-named unromantic sounding specialties. Al- 
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though drugs and vitamins are made in grams and pounds 
instead of in tons, they nevertheless consume an astound- 
ing quantity of chemicals, and many of these are chemi- 
cals that command a high price and a wide profit margin. 

It requires around 50 to 75 million pounds of 150 
different chemicals to make the vitamins consumed. by 
Americans and American troops. Nearly as much is 
needed to make the sulfa drugs and with new and better 
sulfa drugs still appearing the use of these seems bound 
te increase. The export field alone offers a great post- 
war market. Atabrine, substitute for quinine in treating 
malaria, Demerol, the new narcotic, which substitutes 
for morphine, and even the magical mold-made drug 
penicillin, all take many times the tonnage of chemicals 
that appears in the ultimate product. 

On top of this, war-time research has enabled the big 
chemical producers to find a number of new things that 
will be valuable to the cosmetic and perfumery trade 
after the war. Here again is a huge market that will 
provide post-war income to the chemist. 

The developments in glass stand out as one of the ma- 
jor war-time research achievements. Glass fibres again 
are not new but the Owen-Corning Co. is. at work on a 
new type of ultra-fine glass fibre coated with a plastic or 
resin, and used as a reinforcing material for plastics. Glass 
is of course a mineral product and has properties of 
strength that are found in metals rather than in organic 
chemicals. It is stated that the incredible fineness of 
these fibres contains the secret of their strength, because 
>y means of this fineness they appear to get away from 
the brittleness generally associated with glass. Glass and 
plastic combinations have been produced with a tensile 
strength of 80,000 pounds to the square inch. Though 
glass is comparatively heavy, plastics can be made lighter 
than the light metals. The combination of glass arid 
plastics may well offer post-war competition to the light 
metals in many markets. Glass and plastic airplane 
wings are considered likely possibilities. Glass inciden- 
tally is one of the cheapest of industrial raw materials. 

Besides this new type of glass fibre, the glass industry 
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A Westinghouse device to get clues on the ways machine 
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is making a glass that is practically pure silica which 
will stand temperatures of 1500 degrees or more and 
which is of course completely resistant to chemicals. This 
material, developed by Corning Glass Works, is a sort of 
super “Pyrex” and like Pyrex does not break easily. It 
therefore is expected to find an important field in piping 
and containers for the chemical industry which in its 
newer processes requires more and more heat and cor- 
rosion resistant materials. 

Methods have also been developed of molding pow- 
dered glass as a plastic powder is molded under heat 
and pressure. This means that exact sizes and toler- 
ances in small industrial and electrical equipment can 
be made of glass. Hitherto it was impossible to do this 
under ordinary glass molding processes. Glass treated 
in this way may well become a competitor of insulating 
plastics in the growing electronic industry. 

All of these advances are probably just the beginning 
of achievements that will come now that glass is being 
studied and handled as a chemical compound. 

Post-war days will certainly see a great stimulus to 
research into the wider use of agricultural raw materials. 
Studies in nutrition since the outbreak of war have been 
laying great stress on the value of proteins both in animal 
and human foods. So there will be increasing pressure 
for distilling companies to utilize a larger portion of the 
waste from their plants to recover these valuable ma- 
terials as by-products. 

It is notable, for example, that nearly all of the major 
whisky distilleries have set up large and well equipped 
laboratories to study everything from plastics to chemi- 
cals made by fermentation. Schenley Distillers for in- 
stance expects to be an important producer of the new 
drug penicillin by fermentation. Distillers Corp.-Sea- 
grams has a process for making butadiene for synthetic 
rubber by distillation. While this may not be economic 
at present, it may well lead into other more practical 
industrial chemical fields. International Mineral & 
Chemical has a subsidiary extracting a protein from beet 
sugar waste which is used to add flavor and nutriment to 
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dehydrated soups. These are a few of many examples. 

Corn Products Refining, one of the leaders in_ the 
food field, has an important new development in its 
protein product made from corn, called zein. This ma 
terial has been found to be the base for a synthetic shellac 
said to have all the properties of the natural product. 

Besides this the large production of soya beans is lead. 
ing to increased work to utilize the full chemical possi 
bilities of this very versatile crop. The chemistry of 
natural vegetable oils is still in its infancy in spite of th¢ 
recent progress that has been made. The time is cer- 
tainly not far distant when natural oils will be treated 
like petroleum and broken up into their various compo- 
nents which will have much more diversified uses than 
the oils in their original form. 

In the field of motors the most spectacular new idea 
is the gas turbine. Vhis is a development that probably 
will not play a part in industry for a long time becausi 
of the high costs and the difficulties involved but it nev. 
ertheless represents a major scientific advance in the field 
of power. 

Turbines at present are run by steam under high pres 
sure and consist really of “water wheels” with hundreds 
of small steel disks which are spun at high speed by the 
steam. In the new turbine. liquid fuel is burned at a 
nozzle and the gases which are generated escape at high 
pressure and run the “paddles” of the turbine. The speed 
that can be generated may run up as high as 40,000 revo- 
lutions per minute and the amount of power generated 
for the size of the motor is extremely large. 

The development of a turbine of this type has been 
delayed because there were no metals or alloys available 
that would stand the terrific temperatures and strains in- 
volved. Research work by General Electric engineers in 
the alloy field has apparently solved this difficulty. The 
fiiture for turbines of this type appears at present to be 
in ships and locomotives. 


Progress in Aviation 


Important new developments in airplanes of course 
come strictly under the bans of military secrecy. Here 
again, however, there is every indication that the post 
war airplane will be patterned very much along the lines 
of the planes now flying in the war. Passenger airplanes 
will be larger, faster and more comfortable and the high 
altitude plane with a pressure cabin may well come into 
use for long flights. 

Work is of course going on in laboratories on_ the 
“flying wing” but this still appears to be far from reach 
ing practical or useful stages. There is much work go- 
ing on in new ideas of propulsion, rocket driven planes 
for example, but these also look like something that is 
not apt to affect materially the post-war flying world 
for a long time. 

Certainly the new electronic locating devices, now 
used on war planes, will go a long way toward making 
flying safer in all kinds of weather. These devices will 
show distance from the ground and enable the pilot td 
avoid mountains and other obstacles. 

In industry at least a dozen types of electronic tube) 
will be used to do hundreds of different jobs. Many of 
these tasks are in the controlling of electric current used 
for example in spot welding, and for similar purposes 
Tubes are used for counting articles coming off a pro 
duction line or to detect imperfections. 

One of the most interesting and important uses 0 
electronics in industry will be in short wave heating} 
The “heatronic” cooking of (Please turn to page 315 
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To make progress one must adjust himself to the realities of today .. . the swiftly paced war development- 
... the transition to peace. By so doing you can safeguard your interests . . . capitalize on favorable op- 
portunities, and follow an investment course based on new influences and factors — domestic and inter- 
national — which will decide the trends of business profits and security prices. 

Alert to the changes both political and economic, Mr. A. T. Miller, distinguished analyst, in this new book, weighs the 
situation ahead . . . designates the contingencies you must prepare for -- and gives you his personal selection of varions 
portfolios — to meet your wishes and objectives. 
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—5 Low-Priced 
Selected by The Magazine of Wall Street Staff 
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—5 Medium-Priced 


The great shifts in our industrial setup under the un- 
folding transition to peace will produce opportunities 
for capital appreciation. To enable you to take advan- 
tage of this situation, our experts will present for your 
consideration a selected list of securities which we be- 
lieve will be among the market leaders for 1944—which, 
in our opinion, should make sizable percentage gains. 


These issues have been selected after thorough study and careful 
research. They will all represent companies which we believe will 
be best situated to benefit in the year ahead. 


And the recommendations, in accordance with our policy, are 


based on the intrinsic value of the stock 


in today’s economy 


Viz. strategic position 


secure financial condition; presented in our 


exclusive thumbnails with charts, analyses and statistics. 
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As the market in 1944 will continue to be selective, our service 


will be extended to these recommendations 


so that you will be 


kept currently informed through The Magazine of Wall Street 
of the opportune time to buy these securities and when to sell 
them to realize the greatest profits. 
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Investment Audits of 
General Motors and Chrysler 


—Covering New Factors in Auto Industry 


By George W. 


Mathis 


Already there have been significant changes in the industrial 
position and market evaluations of General Motors and Chrysler 
under the spotlight of partial reconyersion prospects this year. 
This up-to-the-minute survey will show how quickly they can re 


convert .. 


. to what extent .. 


. and what it can mean in e€arn- 


ings. dividends and market potentials. 


Auto Production 
This Year? 

How It Can 
Be Done. 

What About 
Retooling Costs? 


Mr. Mathis. well qualified expert, has not 
only applied these yardsticks to General 
Motors and Chrysler but to Hudson. 
Packard. Nash. Studebaker. Reo. ete. He 
outlines how some will be retarded .. . 
while others enjoy decided advantages. 


All stockholders of General Motors. Chrysler and any other 


wutomobile shares . . 


. all investors interested or considering 


them ... will want to read this fine article. 


“How to Make Money 
in the Next Two Years’ 


-- Mack 
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SECURITY RE-APPRA 


and DIVIDEND FORECAS 


— Now In Preparation 





1944 Re-Appraisals of 


Values, Earnings and Dividend Forecasts 
In Issues of January 22, February 5, February 19 and March 4 


These famous Appraisals and Forecast Issues are always eagerly awaited by investors, traders, statisticians and 
institutions throughout the country. This year particularly they are of exceptional importance .. . as they will 


appraise the effects under dual war and peace production — conversion delays and costs — where necessity for 
refinancing exists as a result of expanding assets vs. increased indebtness -- in terms of their influence on 


earnings and dividends for 1944. 


To give you a well-rounded picture, we will point out — 

















1. Varying Status of Each Industry Under Semi-War Production — Reconversion 
2. Projected Earnings, Dividends and Market Values for All Leading Companies 
3. Selected Securities for Investment . .. for Income and Capital Building 
4. Opportunities for Large Percentage Gains in Medium and Low-Priced Stocks 
5. Doubtful and Static Securities .. . What to Weed Out . . . What to Avoid 
PART I--In Our January 22 Issue — Covers......... PART IlI—In Our February 19 Issue — Covers: 
Utilities, Railroads Machinery, Steels, Building, Metals, Liquors, 
Foods, Dairy, Sugars, Movies. Mail Order, Merchandising. 
PART JI--In Our February 5 Issue — Covers: PART IV—In Our March 4 Issue — Covers: 
Electrical, Business, Agricultural, Aviation, Tobaccos, Oils, Tires. 
Railroad Equipments, Specialties. Chemicals, Motors and Accessories. 


All stockholders—-investors seeking security and income... capital growth . . . low-priced stocks for profit - 
should consult all four of these important issues. Check your own holdings against our recommendations to 
make sure that you have the securities in the best position. 
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ener is the time to subscribe to The Magazine of 
You Wall Street while you can still secure a 

FREE copy of “How tro Make Money IN 

THE Next Two Years” — to assist you further in 1944. 











Se ee MAIL THIS COUPON TODAY ‘ ; 
ea a ee ST il a a tl a 2 Services 


THE Macazine or WALL STREET, 90 Broap StrEET, New York 4 {t the Price of One 


1. The Magazine of Wall 


() Enclosed is $10 to enter one year subscription as follows: | 
Street 1 year (26 issues) $10.01 


( 
l 
| 
As - issues ... one year... of The Magazine of Wall Street . . . in- | 
cluding 1944 Preview Numbers and All Special Forecast Issues. Indi ere ae 
. FREE Copy of “How to Make Money in tHe Next Two Years”. | ee ae, 
3. 10 Stock Market Leaders for 1944 ... 5 Low-Priced ... 5 Medium-Priced. | ee Freetne ans wliligeit 
| 
| 
| 
| 
| 
| 
| 


nN 


2 

> 

{, Continuous Consultation Service ... on Three Securities at a Time. se 
additional cost. 


[] Enclosed is $15 for a special two-year .. . 52 issues . . . subserip- 
tion, including all of the above. 


N 


Copy of “How to MAKE 
Money IN THE Next Two 


(Subscriptions are deductible for tax purposes. This red ! om 79 § 
the actual cost to you YEARS”... Value ae 25 
; Total $12.5 
BE: wie ecancnns spate eeraetibe adss ceensidewciamienbebetands 
>. ae 
I cacinsavicrnsvduabnacsssentineieinmunees’ M. Ins. - 12/25 woke for SES 


Saving You $2.50 
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Investment Audit 


of the 


TEXTILES 


BY i. 3G. GhikrorRD 


al 
Some of the textile makers have had very large profits 
during the war period, a few showing poorer results than 
in their prewar average. The postwar outlook is quite 
favorable for this industry, and many of the leading 
stocks have good possibilities for market appreciation. 
The textile companies, however, may meet with increas- 
ing foreign competition a year or two after the war ends, 
but the seriousness of this is hard measure at the 
present time. 

Textiles embrace a number of materials. and it could 
include carpets, rugs, draperies and upholstery fabrics, 
but they are normally classed under household furnish- 
ings, as are linoleums and oil cloth. It is questionabk 
whether hosiery and ladies underwear should be in this 
classification, but some of the companies in that field arc 
also makers of cloth, as well as manufacturing the mate 
rials from which the hosiery and underwear are made. 

The cotton goods field as such is one of the most im 
portant parts of the American textile business, but by 
far the largest part of this business is in the hands of a 
vast number of small units, or of privately held com- 
panies, and only a few of these cotton mill stocks are 
traded in on the leading security exchanges. Also, rela- 
tively few of the many woolen goods companies have 
their securities on major markets, but most of the arti- 
ficial silk companies’ stocks have major markets. The pre 
war silk companies, also, had mostly closely held or non- 
listed securities. 

Many of the companies in the artificial silk industry 
have gone into the plastics field and some are making 
articles which are far removed from the classification ol 
textiles, including some large, solid implements, or parts, 
which may be used in motor cars, similar to the imitation 
glass fronts on military airplanes. 

The linen industry in this country is of minor impor- 
lance, as this textile depends mostly on foreign countries 
for the thread, just as the raw material was mostly grown 
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$10.0 in foreign countries. 
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Some new “threads” have been developed in recent 
years. One of the larger chemical companies has one 
made of plastic material, which is now entirely used for 
war goods and which is said to be greatly stronger than 
any natural fiber (from cotton, wool or flax-linen). Nylon 
textiles of many kinds are forecast as a postwar produc- 
tion promise of the E. I. duPont plants. Before the war. 
some textiles made of finely spun glass were being 
brought out by the glass companies, and these included 
fabrics for ladies dress goods, which took dyes of all 
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A strand from one of these hanks of Du Pont nylon 
is many times the diameter of fine yarn 


Phe Italians had a cloth made from milk 
“thread,” but its practical value had not been fully 
proven at the time the war started. All businesses have 
their uncertainties and their new competition, and it may 
be that a few years after the war ends, there will be 
radical changes in the materials used for clothing and 
for other textile materials. 

The new materials are not likely to be of importance 
for quite a long time alter the war ends, and the more 
immediate prospects for the textiles trades seem excellent. 
Phe American people are spending money for clothes at 
a great rate now and the postwar spending is expected to 
be along the same lines as that which followed the First 
World War for more than two years. 

One of the most interesting stocks in the textile group 
is American Woolen Company preferred, and to a smallei 
extent, the common of that company. This company has 
had a great growth in its business and earnings during 
the war, supplying the armed forces with huge amounts 
of cloth for uniforms, blankets, and with other materials. 
This was the case in the First World War, but contrary to 
general belief, American Woolen continued to show very 
large profits for several years after November 11, 1918. 
The popular impression appears to be that ‘‘immediatel\ 
after that war ended, the foreign makers of woolens and 
worsteds flooded the United States with cheap goods and 
broke the market here.” That was not the case. It was 
al] that the foreign companies could do for some time to 
supply their own populations with goods. The devasta- 
tion of the present war in Europe is probably much worse 
than the last one. The civilian populations have been 
on the shortest clothing rations imaginable. Vast numbers 
of textile plants were converted to other work, or have 


colors. 
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been destroyed by bombing. The supply of wool in Cen- 
tral Europe, where many of the cheaper woolens were 
once made, is probably down to practically nothing, with 
sheep reported to have been slaughtered for food. The 
British have been on such strict clothing allowances, that 
a huge potential demand for woolen goods exists there. 

American Woolen was founded in 1899 and starting 
that year, for a long period of years, the regular 7% 
dividend was paid on the preferred stock. In fact it was 
in 1928 that the first skip came in the regular dividends 
on this stock. In the 1930s, some payments were made 
from time to time, but the first year that the full 79% was 
paid was in 1940, while in 1941, the total paid was $12 a 
share, with $8 each in 1942 and 1943. This leaves an 
accumulated dividend of $72.50 a share on this stock now. 

The earnings record was fair before the First World 
War, but no common dividends were paid, although the 
company bought in and retired nearly $10,000,000 par 
value of its common in 1911. During the first war, earn- 
ings were “colossal” reaching $64.32 a share on the com- 
mon then outstanding in 1917, with $21.36 in 1918 and 
$44.89 in 1919. On twice as much stock, the 1920 net 
was $4.57, with $8.02 in 1921, $9.83 in 1922 and $8.85 in 
1923. It was in 1924 that the long series of deficits started. 

Woolen common sold as high as 1651 in 1920, reflect- 
ing these earnings and the 7% common dividend then 
being paid (with previous extras of 5% and 10%). The 
only years in which the common received dividends were 
from 1916 into the early 1920s. 

Earnings today have approached the 1915-1918 record. 
In 1941, net on the common was $16.46 a share; $10.93 
in 1942 and $9.91 in the first half of 1943 (subject to 
renegotiation of contracts). In the 1942 income, the com- 
pany gave up $9,150,000 gross profits but saved much ol 
this in taxes, with the result that net profits were reduced 
only $2,580,000 from the original figure. The preferred 
stock is expected to continue to receive small payments 
on account of accrued dividends from time to time until 
plans have been worked out for funding the rest of the 
unpaid accumulations. This is expected to be in the form 
of a new issue of prior preferred stock, along the lines ot 
the American Locomotive and Budd Manufacturing 
plans. Then, if earnings hold up, the common may be 
put back on a dividend basis. If the history of the five 
years after the last World War is repeated, Woolen 











STATISTICAL POSITION OF LEADING TEXTILE COMMON STOCKS 
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common may have interesting speculative possibilities 

Celanese Corporation of America has had a rapid 
growth in the past ten years. Prior to 1933, earnings were 
small, or deficits were shown. From 1933 through 1942f . 
a ten year period, earnings averaged $2.56 a share an. = 
nually on the common stock. The company has had a %3- 
considerable expansion in its outstanding securities iy ss 
recent years, and the full benefit of the additional capital a 
has not been developed yet. There are outstanding $34, 7 
289,000 in bonds; 164,818 shares of 7% prior preferred a 
par $100 (callable at 120); 37,710 shares of 5% prior pre st 
ferred (par $100, callable at 103); 148,179 shares of 7% vt 
second preferred (par $100, not callable); and 1,376,551 ab 
shares of no par value common. This corparation ha an 
over $103,000,000 in total assets, against which there are “ 
only a little over $5,000,000 in current liabilities. | 

Celanese is the largest maker of artificial silks, mad 
from cellulose acetate yarn. The base originally was en, 
tirely from cotton linters, but as a result of war condi: 
tions, some use of wood fibers may be necessary. ‘The 
company acquired control of the Celluloid Corporation 
several years ago and has become one of the leading 
factors in the plastics field from this. A material called 
“Lamarith” has been developed, which is much like glas 
in appearance. As a war material, it has been of grea 
value for use on the front and turrets of airplanes, being 
non-reflecting of sunlight, among other advantages over 
glass. This material can be used for transparent boxes an¢ 
containers, for electrical insulation and numerous other 
uses. It can be colored from crystal clear to deep black. 
Besides airplane use, “Lamarith” has been used in gay. 
masks and many other military objects. Its peace-tim¢! 
possibilities are manifold, including possibilities fo 
motor car windshields, windows on trains, and in man". 
other industrial uses. This material is very tough ang!” 
is resistant to moisture. Celanese has also developed 
synthetic rubber. 

Celanese Corporation anticipates a further great in 
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The common stock may be considered in the “growt 
class, both as a plastics and a textile producer. It ha 
been a popular trading medium at times, and ten yea 
ago had a phenomenal rise, going from 114 in 1932 t 
587% in 1933, a figure which has not been closely ap 
proached since that year. Earnings at present have beeif 
on a smaller scalg*@? 
than in recent years 
with costs of war wor 


of rising taxes. In t 
nine months to Se 











Earned per share Dividends per share Price Range Recent tember 30, 1943, ne{™™ 
Names 1943* 1942 1941 1943 1942 1941 1936-1943 incl. Price was $2.06 a share ol sh; 

mn ee High Low: a the common, com hare 
American Viscose $3.30 $3.09 $3.92 $2.00 $2.00 $1.00 493, 22a) 4414 pared with $2.80 ig’ 
American Woolen 16:00(b) 10:93 16:46 ..... ..... ..... 154 3% 6 the same period 0 nan 
Burlington Mills 5.00(c) 628 5.02 1.90 1.65 1.50 3115 63, 26% 1942. It is not exf94? 
Cannon Mills 4.50 4.62 3.16 2.00 2.00 2.00 683, 21 42 akties h oveftnt 
Celanese Corp. 2.75 415 3.39 2.00 200 200 414 9 34 ee ee ee 

uplan Corp. 1.66(d) 2.99 0.77 0.80 0.90 0.60 184 6 1214 $2.75 will be show n 

Industrial Rayon 2.30 2.61 3.17 2.00 250 250 47% 143% 39 for the full year 1943 30.8 
Julius Kayser 3.58(e) 3.84 1.29 1.00 1.00 0.75 334% 6% 16% against $4.1" in 1 ‘Bhis ¢ 
Pacific Mills 6.50 895 1483 200 200 050 474 8 9515 en 
Pepperell Manufacturing —-20.19(e) 20.21 24.36 10.00 10.00 7.00 151 53 123 Current sects 2. 
United Merchants & Mfg. 8.70(e) 7.69 5.04 2.95 1.75 0.75 2914 6 29 Celanese Corp. at thg°C 
Van Raalte Co. 5.50 6.11 6.93 250 250 3.00 49% 2834 36 end of 1942 were $38fU™l" 


* Some earnings partly estimated. 


(c) Fiscal year ending Sept. 27. (d) Fiscal year ending May 31. 


—————a—X—X—X—X—X—X—Ss—S—S—S—S—S—Ss—Ss—SXS—S—S—S—S—sSs—sSs—XsSsSXSsSXSsSXSsSXSXsXsX_ 
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(a) Range for 1941-43 only, see reading matter. 
(b) Not allowing for contingent reserves, which are not taken out of these or other earnings figures. 
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rent liabilities $5,298} 
314, leaving $33,253) 
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(e) Fiscal year ending June 30. 
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were more than 714 times the current liabilities. Work- 






ssibilities§ ! ; M 
2 capital equaled over $24 a share on the common 
a rapid ng Q P eae 4 
ings wer : . : 
§ “% Cannon Mills Company has been one of the most con- 
ugh 1942, 





sistent earners in the textile group, with an average of 
$3.41 a share net on the capital stock annually for 1933- 
1942, inclusive. The 1942 net of $4.62 a share was the 
best Of any year in that period, and in fact exceeded the 
ig29 net income. The company is engaged in the making 
of towels as its main activity, and in peace times is esti- 
mated to make fully one-half of the total towels turned 
out by all American mills. There is also a large produc- 
tion of sheets, pillow cases, bath mats, tire fabrics, rayon 
fabrics and various other cloth. The company has had a 
long dividend record. Payments have been $2.00 a share 
amually since 1940. No report of 1943 earnings has 
been published, but trade news indicates that the net 
earnings were close to those of 1942, and possibly may 
have exceeded them. Cannon Mills has only one class of 
a ticy in the 987,800 shares of no par value capital 
stock. The financial position was very strong at the end 
of 1942, with $49,367,280 current assets, $22,587,g01 cur- 
rent liabilities and $26,779,379 working capital. ‘The 
latter figure equalled over $27 a share on the capital 
stock. The book value at the end of 1942 was $45.86 a 
hare. Postwar prospects for the company’s output and 
earnings are favorable. 
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Burlington Millis 


Burlington Mills Corporation was started in 1937, but 
it suceeded to the business of several companies which 
ad been operating for many years before that. It is one 
fthe larger units in the rayon field, its principal product 
jpeing women’s wear dress fabrics, with some hosiery out- 
ut. The capitalization consists of $6,000,000 funded 
ebt, 65,000 shares of 5% cumulative preferred of $100 
great it ar value and 873,898 shares of $1 par common. The 
- the warpteterred is callable at 10414 for the sinking fund, and at 
0814 for other redemption until March 1, 1946, there- 
or. It haglter at lower rates. Early this year, the company re- 
ten yeargeemed two other preferred stock issues. Burlington has 
n 1932 t ad a sharp increase in its earnings in the past seven years. 
losely ap}? 1937, the net was $1.34 a share and each full year there- 
have beerfiter, this increased, to a high of $6.28 a share for the 
ller scalfear ending September 26, 1942. Earnings in the 1943 
ent veargscal year were not reported as yet, but are expected to 
war wor published about January 1. They are estimated at 
s a resulps-00, or less, based on the report for the half of the 
es. In thal year to April 3, 1943. 
1s to Sepj Burlington paid dividends in the first year of its present 
1943, nef7™ and in every year since. The 1937 rate of 75 cents 
share oif Share was the smallest in this period and the $1.90 a 
on, com hare on the common in 1943 the largest. T he stock made 
$2.80 im highest figure of the seven years at 31 Vy in 1943. The 
period « nancial position is very strong. As of September 26, 
; not exf942) the current assets were $18,232,347 in excess of cur- 
much oveq{nt liabilities, or over $20 a share on the common stock. 
be shows" that date, the common stock had a book value of 
year 1943 30.80 per share, and at the end of the 1943 fiscal year, 
5 in 1944'S equity per share was probably in excess of $30. 
assets. og United Merchants & Manufacturers, Inc., common 
rp. at th lock is another one to make a new high for recent years 
were $gif4ting 1943, at 2914. This is a holding company for the 
1 the cugcks of a number of domestic and foreign companies 
ies $5,298 ngaged in making and merchandising textiles, and one 
y $39,072 f its subsidiaries conducts a factoring business. Its con- 
ig capital rolled companies are principally producers of cotton and 
nt asseif'¥on cloths. United Merchants has no funded debt. In 
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July of this year, it issued 60,000 shares of 5% cumulative 
preferred stock, par $100. There are 575,174 shares of $1 
par value common outstanding. Earnings have been 
large in recent years, and generally good for a long period, 
excepting in 1938 when a deficit of $1.68 a share was 
reported. This was followed by a net of rising amounts 
for each later year. The best showing was for the year to 
June 30, 1943, when net was $8.70 a share (before con 
tingent reserves of $1.90 a share had been deducted). 
against $7.69 in 1942 fiscal year (before contingent re 
serves of $1.28 a share). The dividend record has been 
irregular, with no payments or small amounts until 1942. 
when $1.75 a share was paid on the common, and the 
1943 payments have been $2.25 a share. As of June go, 
1943, the current assets were $21,869,651 in excess of cul 
rent liabilities. This figure is over $38 a share, which is 
in excess of the recent price of the common stock. 
Pepperell Manufacturing Company is a voluntary as 
sociation, Owning an operating company of the same 
name. It is one of the largest makers of a wide variety ol 
cotton goods in New England, and has been in operation 
continuously, under various changes of form but with the 
same name, since February, 1844, almost 100 years. With 
occasional exceptions such as the deficits of 1935 and 
1938, its earnings have been large for many years. Divi 
dends have been paid in every calendar year since 1852, 
a record few other companies in any line of business can 
show. Pepperell makes sheets, pillow cases, blankets 
(wool-mixed) and a large number of other cotton prod- 
ucts. The company has no bonds or preferred stock and 
only 100,000 shares of capital stock, par $100. It is one 
of the highest-priced stocks on the New York Curb, where 
it has periodically sold well above 100, reaching its high 
for recent years of 151 in 1937. Dividends over a long 
period have varied from $3.20 a share to $11 a share an- 
nually. In 1942 and 1943, the payments have been $10 a 
share each. Earnings in the four (Please turn to page 317) 





Viscose yarn being wound 
from "cakes" onto cones 
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Money Rates and Yields 


The year-end approaches, and peo- 
ple with excess funds which they 
seek to put into stocks and bonds 
have the greatest problem in gen- 
erations to solve. If the highest de- 
gree of safety of income and _ prin- 
cipal is desired, the yields are smaller 
than since before the first World 
War. Triple A bonds yield around 
2% in many instances (short term 
issues yield much less than 2%). 
with numbers of them selling fai 
above their call prices. Triple A 
preferred stocks are invariably above 
the call price, or if non-callable, are 
at prices which invite a certain large 
loss in market quotations whenever 
money rates rise again. In order to 
get a fair yield with a moderate de- 
gree of safety, the investor has either 
to take bonds and stocks with a 
triple B rating, or lower rating, or 
has to turn to common stocks. It is 
all because loaning rates for money 
are so low. We have consulted 
bankers as to what they expect of 
money rates after the war ends, and 
they are mostly of the opinion that 
“eventually” there will be dearer 
money, and that will mean a lower 
price marketwise, but a higher re- 
turn, on the best grade bonds and 
preferred stocks. When they were 
asked to define this eventuality in 
terms of how long after the war ends, 
they hedged at “within a year” to 
“until the United States Govern- 
ment loses control of the money 
market; for it is to the interest of 
the Government to hold money at 
the cheapest possible figure as long 
as large new financing is needed and 
for refunding after the war ends, 
when billions of war bonds will be 
turned into cash.” To add to the 
problem, hardly a day passes but 
that some bond or stock is called 
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for redemption, and much more of 
this is to be expected. That places 
the holder in the position of taking 
a loss in principal if he bought at 
or above the call price, and also of 
finding some new investment for the 
proceeds. The trader for profit has 
less of a headache, than the investor 
where a high degree of safety is 
needed. 


Motor Stocks 

It is taken for granted that the 
demand for motor cars 
will be of enormous pro- 
portions after the war. 
The delay in turning 
from war goods to peace 
products may take six 
months or longer, but 
then at least two years 
and maybe much more 
of huge sales of motor 
cars is anticipated. It 
would look as if some 
large profits may be 
made by the motor car 
manufacturers, but there 
are some skeptics as to 
whether these stocks are 
in a groove from which 
only rising prices are 
possible, over a_ long 
enough period. It is not 
so certain that all of 
these companies will do 
so. well, however, as 
there are some indica- 
tions of greater centrali- 
zation than ever, after a 
time. Chrysler, General 
Motors and Ford can be 
counted on to be at the 
top of the list, and some 
well-informed accumula- 
tion for a long pull is 
known to have been tak- 
ing place in the first two 
of these stocks. (Ford is 
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The famous Swiss-designed 20 mm. Oerlikon anti-ail 
craft gun in production by General Motors. It firé 


under permanent accumulation, i 
might be said.) It is not so certain 
that Packard, Nash, Studebaker. 
Overland, Hudson and the few 
others still in the field will be able 
to sell enough cars to make large 
profits in the new competition which 
is being talked of for postwar mar. 
kets. It seems that many new devices 
and improvements, model change; 
and innovations will be developed, 
if the prophets are right, and that 
prices for the finished products will 
be very low, compared to prewar 
levels. 
it means that onlv a huge turnover 
will bring profits. There is also 


some talk of new cars, such as aly 


legedly planned by Henry Kaiser. 
Vague rumors are heard of plans of 
the airplane manufacturers to in 
vade the motor car field after the 
war, but a keen observer of this field 
remarked, “if they do, they can ex 
pect to lose their shirts.” 


Air Line Stocks Accumulated? 


After severe declines since _ last 
Summer’s highs, the leading air lint 
stocks have shown a better tone in 
the past week or so. It is not unlike 
ly that they are again under accumu 
lation. The postwar prospects for 4 
great Increase In passenger ant 
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eight carrying by air may soon off- 
udebaker, et the adverse effects of the forced 
the few reduction in tariffs a few months 
ll be able 190, ordered by the Civil Aeronau- 
ake large} ics Board. A glance at the table of 
ion which}ite price movements of these stocks 
twar Mar}ows that they advanced far more 
w devices in proportion from the low of recent 
| changesfears to the highs of 1943 than did 
leveloped, ihe general market. It is also ap- 
and that parent that they declined more from 
ducts will the 1936-7 highs to their subsequent 
O Pprewalliows, than the average of the general 
are metinarket, and rose more, also, to their 
- turnover 1943 highs than the market did. 
e Is alsolince the 1943 highs were reached, 
ich as allie industrial average declined 12%, 
'y Kaiser, the recent lows, while the average 
f plans o of the nine air line stocks shown in 
Ts tO Mthe table declined not quite 30% 
after theliom the 1943 high to the recent low. 
f this fieldithese stocks, therefore, have had 
‘Y CAN Xtouch wider swings in recent vears 
han have been obtainable in the 
market as a whole. 









lated? 
Alleghany Preferred Stocks 
since las'iut Back 

ig air lint 
r tone in) The “put back” is not literal. 
ot unlike|They are still very much in the lime- 
r accumuflight, — the Alleghany Corporation 
ects for qprior preferred, $5.50 preferred with 
ager andwarrants and without warrants. 
They have been deprived of the 
ssibility for something immediate 
y the decision last week of the 
C.C. that the payment of a 10% 
isbursement in preferred stock by 
e Chesapeake & Ohio Railway 
uld not be allowed. The Alle- 
any Corp. owns something like 
845,000 shares of C. & O. common 
d if the preferred stock had been 
uthorized, it would have meant 
bout $18,000,000 to the Alleghany, 
the preferred probably would 
have been sold for about such a sum 
and the money used to pay off bank 
loans or to redeem bonds. It would 
have put the preferred stocks in a 
much stronger position as to thei 
asset value backing and the prior 
preferred might have been consid- 
eed in the “dividend possibility 
dass.” The building up of the posi- 
tion of the preferred stocks will now 
be slower, but the merger of the 
Chesapeake & Ohio, the Nickel Plate 
and the Pere Marquette may be con- 
{summated, and that would help C. & 
0. and Alleghany, and there 1s also 
a possibility that C. & O. will pay a 
higher cash dividend, now that it is 
denied the stock dividend in new 
preferred. There are several other 
possibilities for Alleghany to gain a 
on ontiaiftOnger position and for the pre- 
rs. I frqerred stocks to do better but these 
are of longer range character, re- 
quiring time, to develop. 
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Name of Stock 1936-7 
High 
American Airlines 35% 
Braniff Airways Tile 
Colonial Airlines 44 
Eastern Air Lines 4414(c 
Pan American Airways 37% 
Penn.-Central Airlines 11% 
Transcon. & Western Air 275% 


United Air Lines 243% 
Western Air Lines 1334 


*From the 1943 high to recent low. 
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PRICE SWINGS OF LEADING AIR LINE STOCKS. 
Subse- 


1943 Recent Percent. 
quent High Low decline’ 
ow 
1% 16% 58 24%, 
14% 12 15% 
yy 1014(b 6 43°, 
$4(e AAS 3314 25% 
1% 4314 287% 33°, 
2014(d 133, 34°, 
253, 18 29°, 
; 333% 22 33°; 
4 11% 7%, 32°, 


(b The best price of recent years was 11%4 in 1940. 
| (¢ Operations and an open market were started in 1938 with 441+ high that year and 


| “2 low. 
(d The high of recent years was 22°4 in 1940. 


a The 1940 high 








American Distilling Values 


No one can yet say just what it is 
going to cost the stockholders of 
American Distilling to get the 18 
cases of dividend whiskey. The com- 
pany obligingly cleared up some of 
the questions by estimating the tax, 
wholesale price to the company, 
rectifiers and bottling costs. Some 
guesses can be made as to freight 
costs for the whiskey, but such mat- 
ters as local fees and taxes, etc., will 
vary widely in different parts of the 
country. It looks as if the average 
cost of the whiskey, delivered to the 
stockholder at his home or place of 
business would be close to $2.50 a 
quart, probably a little more rather 
than less. To that must be added 
the decline in the market price of 
the stock which will follow when it 
is minus the right to get the whiskey. 
At this writing, it would seem that 
the stamped or new stock, after the 
whiskey rights are out of it, might be 
worth about $35 a share. There will 
be back of it the distilling business 
of the company (now entirely on 
government alcohol making), plus its 
present net current assets, to which 
will be added $8,000,000 cash re- 
ceived from the whiskey sold to 
shareholders. The last-named item 
is over $30 a share on the stock, but 
the company will probably put a 
considerable part of this into some 
thing to take the place of its stock of 
whiskey. It would not be surprising 
if the unstamped stock (which will 
be on the market until it has lost 
that status through getting the 
papers for delivery of the whiskey) 
may sell much higher, when more 
definite details are known as to the 
final cost of the liquor, delivered 
where the stockholder wants it. Also. 
more will be known as to the profit 
possibilities in selling the liquor 
after it has been received, and the 


stamped stock (which has received 
the whiskey) will then have its own 
market. 


Wages, Goods and Inflation 


Demands for higher wages, in ux 
case of the railroad workers backed 
by a strike threat, calls attention to 
the diminishing stocks of goods 
available for consumers. We want 
more money; you want more money; 
everyone wants more money. The 
more who gain their wish, the more 
money will be spent. The more 
money spent, the less, per capita, of 
available goods and the greater the 
certainty of a rise in price. No, this 
is not an editorial, nor a warning 
against inflation. It is just a stock 
market item. All of the brief remarks 
here and the millions of words in the 
newspapers have not turned the 
stock market towards buying any 
thing or everything because of the 
“coming inflation.” It has not been 
noted for many months in the 
brokerage house letters that “buying 
vesterday was due to increasing signs 
of inflation.” At this season of the 
vear, the stock market is interested 
in switching holdings, taking tax 
losses, getting funds for year-end 
needs. It is often the case, also, that 
the “year-end rally” is followed by 
some recessions and in some years 
weakness, from mid-January to mid 
March. Yet, a decidedly inflationary 
trend in the economic situation is 
always a possibility which might 
suddenly appear on the front pages 
and bring a wave of buying in 
stocks. At the moment, however, it 
seems likely that the heading “Stocks 
Advance on Inflation’” may not be 
scen until next Spring. Even then, 
we do not believe that anything 
really warranting such headlines will 
occur. While some people anticipate 

(Please turn to page 320) 
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NEW OUTLOOK 
For 
~ RAIL EQUIPMENTS 


BY OWEN ELY 








I A railroad switchman 





ly a recent market session American Locomotive was 
first on the list of active stocks and Baldwin was number 
3, the former gaining 18% and the latter 10%. Renewed 
interest in these issues was apparently due to reports that 
WPB had allotted sufficient steel to permit production 
of 4,000 locomotives in 1944, compared with only goo 
in 1943. About 40% of next year’s program is expected 
to be completed in the first half of the year and 60% in 
the last half. The greater part of the locomotives are 
for the Government. 

Allocation of 1,564,000 tons of carbon steel for domes- 
tic transportation purposes will also permit increased 
production of freight cars. The railroads are said to need 
55,000 cars in the coming year merely to replace wornout 
equipment, and the Truman Senate Committee recently 
warned against the danger to the war effort of a possible 
breakdown in rail equipment. While WPB is consider- 
ing construction of all steel freight cars, this may not 
be authorized until next summer when the steel situation 
can be gauged more accurately. 

The metal situation has eased considerably in recent 
weeks, the overall war construction program is largely 
completed, and production of tanks is being cut back. 
For example, the present stock pile of 400,000 tons of 
refined copper is held to be ample for all military de- 
mands, aluminum supply is outrunning demand, lead 
has been removed from the critical list, zinc is being 
diverted to civilian items and nearly a year’s supply of 
tungsten has been accumulated. With transportation an 
increasingly serious problem, surplus metals can now be 
released to the important rail equipment industry. 

Some large equipment builders which have completed 
their war contracts are already reconverting plants to 
their normal production. This is less difficult than might 
be expected, for most of the tools used to produce equip- 
ment were stored away, and merely have to be set in 
place again. 
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The railroads are in the market for more equipment— 
Union Pacific recently ordered 30 steam locomotives, 
Illinois Central is planning to construct 600 hopper cars, 
and 12 diesel electric locomotives were ordered by other 
railroads. 

The rail equipment industry has largely reflected the 
changing fortunes of the railroads, but because of the 
more conservative capitalization of these companies as 
compared with the roads, the industry was better able to 
“take it” during the lean 1930’s. An average of ten rail 
equipment stocks is currently selling at about 85% of 
the 1935-39 average, while 20 rail stocks (representing 
the more solvent roads) are at 86%. However, the equip: 
ment issues have done much better recently, being much 
closer to their 1943 high levels than the rails. The latter 
are classed as “war stocks”, while the equipments occup\ 
a “bridge” position, due to the peace-time backlog ol 
work which they are accumulating, to replace the muni- 
tions work with which most of them have been busy. 

Earnings of the equipment companies for 1943 are 
expected to average about the same as in 1942, though 
there will be considerable variation in individual results. 
Interim earnings reports show improvement for Amer- 
ican Locomotive, Baldwin, General American Transport, 
General Railway Signal, Pittsburgh Forgings, Pressed 
Steel Car, Union Tank Car and Westinghouse Air Brake: 
while declines were reported by American Brake Shoe, 
Midvale, National Malleable, New York Air Brake, Poor. 
Pullman, Symington and Youngstown Steel Door. A few 
companies do not issue interim reports. The outlook for 
next year is not clearly defined, but with the wider profit 
margins obtainable from regular lines of work—less sub 
ject to renegotiation and Government pressure agains! 
profits—improved earnings appear likely, particularly 
for the locomotive makers. 

However, there is no post-war “bonanza’’ for the in 
dustry. While the railroads have not been able to gel 
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all the equipment they would like to have, a substantial 
amount has been acquired—the 712 locomotives installed 
in 1942 being the largest in 12 years. Freight cars placed 
in service during the period 1940-42 were the largest for 
any three-year period since 1932. Moreover, a great deal 
of equipment has been rebuilt. On the other hand, the 
wear and tear on equipment has doubtless been greater 
than ever before, and maintenance has probably been 
kimped this year due to material shortages and the man- 
wer problem. There should be a strong demand from 
the foreign field, due to war time destruction of equip- 
ment (the U.S. may help replace some of this in its Euro- 
an rehabilitation program). 

While American railroads may be liberally supplied 
with freight equipment for the reduced post-war volume 
of traffic, competition should force considerable replace- 
ment of passenger and Pullman equipment, for which 
the roads will be well-heeled with cash. The trend will 
doubtless be toward lighter, streamlined equipment, 
making full use of the vast amount of aluminum and 
magnesium on hand after the war. There may even be 
sme rebuilding of freight cars to use light metals, if 
the Government should “dump” these metals at low 
prices, which would permit huge fuel savings. 

Makers of repair parts and maintenance materials 
should have a fair volume of business after the war, as 
road-beds will need rehabilitating. The outlook for 
signal equipment seems less favorable, since a good deal 
of new equipment, including engine-cab sets, has re- 
cently been installed. However, wartime inventions such 
as radar may lead to new safety devices for the railroads— 
such as an automatic electronic eye to prevent collisions 
-which would provide much new business in this field. 

Companies like General American Transport and 
Union Tank Car will probably be hurt by the increased 
use Of oil pipelines (tankers will also be restored in the 
coastwise shipping business). The cost of transporting oil 
by the “Big Inch” pipeline is said to be extremely low 
and the experience gained thereby may lead to construc- 
tion of other pipelines. While refrigerator cars may be 
in good demand immediately after the war, a new 
wrapper has been developed for fruit which may make 
refrigeration unnecessary and permit eventual diversion 
of much fruit and vegetable transport to coastwise ship- 
ping. This development remains conjectural, however, 
until the new product has been commercially tested. 

Obviously, the industry is a 
mixed one and generalization 
is difficult. Investors must 
needs compare the record and 
prospects of each individual 
company. Supplementing the 
data contained in the accom- 
panying table, we comment as 
follows, taking the companies 
in alphabetical order: 

American Brake Shoe is one 
of the “old-timers,” which has 
maintained a strong working 
capital position, permitting it 
to pay dividends for 41 years 
consecutively. The business is 
diversified, only about half 
being normally in the rail- 
toad field (a large amount of 
war-work in shell forgings, 
tank parts, gears, etc., is now 
being handled). Reflecting its 
Investment position, the stock 


American Brake Shoe 
American Car & Foundry 
American Locomotive 
American Steel Foundries 
Baldwin 

General Amer. Transportation 
General Railway Signal 
Lima Locomotive 
National Malleable 

New York Air Brake 
Poor & Co. “B"” 

Pressed Steel Car 

Pullman 
Symington-Gould 

Union Tank Car 
Westinghouse Air Brake 
Youngstown Steel Door 


paid off. 
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sells at 13 times estimated earnings, with a moderate 
yield. 

American Car & Foundry has suffered from litigation 
over the respective dividend rights of the non-cumulative 
preferred and common stocks, which required about two 
years to clear up, but present dividend payments afford 
a generous return. The company’s irregular earnings 
record (the common was in the red continuously during 
1932-40) is reflected in the high yield and low price-earn- 
ings ratio. With recent earnings largely due to war work, 
and with renegotiations still a factor, it is difficult to 
estimate future earning power, but the company has 
strengthened its position. 

American Locomotive recently declared its first com- 
mon dividened (50 cents) in twelve years. The amount 
of stock has been sharply increased by the recapitalization 
plan, designed to clear up preferred arrears. The imme- 
diate post-war outlook for the company is considered 
excellent, due to the probable foreign demand for its 
products. The company has diversified its line some- 
what, being now the largest builder of heat transfer 
equipment for oil refineries, synthetic rubber plants and 
chemical plants. Over the longer term, with the demand 
for locomotives declining and business again competitive, 
earnings may again become highly irregular, unless the 
company is able to diversify further. 

American Steel Foundries occupies a medium position 
in the industry, with an irregular but not too adverse 
earnings and dividend record. With only common stock 
outstanding (the preferred was redeemed in 1937) and 
a very sound cash position, the company has a stron 
bulwark against any letdown in earnings. 

Baldwin Locomotive sells at about four times current 
earnings—approximately the same as its two competitors, 
American and Lima—and earnings have followed a some- 
what similar pattern. Common dividend payments were 
resumed in 1942 after a lapse of many vears. There is 
a small amount of preferred ahead of the common. The 
company has investments in Midvale and General Steel 
Castings; the latter company’s preferred arrears have de- 
layed payments on its common. 

General American Transportation is one of the in- 
vestment-caliber issues, having paid dividends for 24 
years. With car rentals an important source of income, 
(although the company is also an important car builder) 
earnings have remained fairly stable even in bad years, 











STATISTICAL POSITION OF LEADING COMPANIES 


Price Div. Approx. Est. Yield Price-Earn 
About Rate 1943Range 1943 Earn About Ratio 
40 1.80 43-28 $3.10 4.5% 13 
32 4.00* 46-24 5.00 12.5 6 
15 .50 18- 8 3.507 3.4 4 
25 2.00 29-20 3.00 8.0 8 
18 1.50 20-11 4.78 8.4 4 
40 2.25 51-37 3.75 5.7 11 
21 1.25 26-12 2.50 6.0 8 
38 2.00 44.24 7.00 5.3 5 
18 1.00 22-14 2.00 5.6 9 
35 2.00 44-28 3.75 bo +) 
9 +** 13- 4 1.10 se 8 
11 1.00 13- 6 2.75 9.1 4 
38 3.00 40-27 3.15 7.9 12 
6 .50 9. 4 .60 8.4 10 
Q7 2.25 29-24 3.50 8.4 8 
22 1.25 25-16 1.40 5.7 16 
13 75 17-9 50 5.8 26 


* $1.00 of this amount represents a payment declared in 1941, deferred by court order. 
** Resumption of dividends on ‘B"’ stock may now be possible since arrears in Class A were recently 


+ Based on increased stock under readjustment plan. 
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Huctuating between $2.20 and $4.44 during the period 
1932-42. While cash is not particularly large, a sound 
current position has been maintained. There are $25,- 
760,000 bonds (maturing serially 1943-54) outstanding 
this is not considered an adverse factor because of the 
stable character of the business. However, as mentioned 
above, new methods of transporting food and petroleum 
might seriously affect the company’s business over a 
period of years, at which time the funded debt might 
prove more burdensome. The company’s aggressive man- 
agement is expected to take advantage of any oppor- 
tunities to diversify the business. 

General Railway Signal has had a fair record though 
it dipped into the red in 1933-34 and 1938. Capitaliza- 
tion consists of 21.799 shares of $6 preferred and 321,000 
shares of common stock. Current position in 1942 was 
only fair, due to heavy inventories. The company enjoys 
favorable profit margins in its particular line, and may 
benefit by development of new wartime inventions, but 
business is normally subject to considerable fluctuation. 
The stock appears to occupy about an average position 
in the group. 

Lima Locomotive has enjoyed a moderate advantage 
over American and Baldwin due to its diversification in 
the industrial field (power shovels, cranes, etc.) but its 
record has been similarly irregular. With only common 
stock outstanding, the company has had no capital re- 
adjustments to worry about. Due to the small numbe: 
of shares (211,057) the stock is erratic at times. The 
present conservative dividend policy may help to main- 
tain payments in the post-war period. At the end of 1942 
the common stock had a liquidating value of $58.05, of 
which $39.60 was in net quick assets—the latter amount 
being in excess of the current market price. The com- 
pany has concluded renegotiation of earnings for 1942, 
leaving net income of $6.47, which is after a contingency 
reserve of $4.74. 

National Malleable makes side frames, couplers and 
other parts for freight cars, about 55°% of its total busi- 
ness being railroad and the balance largely automotive 
(at present, of course, it is largely in munitions work). 
Earning power has been irregular, and the current posi- 
tion has deteriorated due to the heavy war business 
which required bank loans of $4,g00,000. Book value in 
1942 was $36.03 per share. Estimated earnings this vear 
have declined due to difficulties in changing over to war 
work. 





Southern Pacific Locomotive being lowered on wheels 
at the Baldwin Locomotive Works 





New York Air Brake has had a somewhat steadier 
record than most of the equipment companies, although 
the company was “in the red” during four of the last ten 
vears. Dividend payments have been fairly liberal and 
with the war-time strain, cash position and the current 
ratio are below the average pre-war level. In 1941 th 
company acquired all the stock of Hydraulic Controls, 
Inc., which owns high pressure hydraulic patents, systems 
and devices for various industrial uses. There are no 
bonds or preferred stock, and Government munitions 
contracts are reported largely self-financing. As the com. 
pany can usually break even with operations at 25% of 
capacity, the post-war outlook, aided by the diversifica- 
tion into industrial fields and the rundown character of 
much railroad equipment, would seem fairly good. 





Poor & Co., maker of supplies for track construction 
and maintenance, commercial drop forgings, etc., had 
some lean years in the 1930’s, and with bonds and Class 
A stock ahead of the Class B, the latter has received no 
dividends since 1930. However, arrears on Class A stock 
were cleared up this year, paving the way for possible 
resumption on the B stock. The company has been able 
to maintain a better current ratio than many of the 
equipment companies (nearly 3 to 1 at the end of last 
vear). It does a worldwide business, dealing with most of 
the important railroads, since it is largely interested in 
patents and royalty arrangements, whereby it sells many 
devices made by other companies. The company should 
benefit by deferred track maintenance in the post-wai 
period, and some further diversification should be pro- 
vided by operations of the Promat Division zinc-plating 
process. 

Pressed Steel Car is the third largest U. S. builder of 
freight cars, and at one time was an important producer 
of passenger cars (it recently designed a modernized rail- 
road passenger car). The common stock was greatly 
capacity ,the post-war outlook, aided by the diversifica- 
handicapped during the 1930’s by a top-heavy capitaliza- 
tion, which included bonds and first and second pre- 
ferred stocks, both of the latter being convertible into 
common. Arrears on,the first preferred were paid off in 


1941 and payments have been made over the past three } 


vears on the second preferred. Fifty cents was paid on 
the common last vear and $1.00 this year. Reflecting its 
leverage position, the stock sells at only about 4 times the 
estimated earnings of $2.75, which are subject to renego- 
tiation and tax adjustment. The second preferred, sell- 
ing around 34, paying $2.50, and convertible into three 
shares of common, appears more interesting 
than the common itself; the first’ preferred, 
convertible into one share, has less interest 
because of the low dividend rate (25 cents). 
Pullman, Inc. is one of the premier equip- 
ment stocks, the present company and _ its 
predecessor having paid dividends without 
interruption for 77 years. As of September 30, 
the company had cash assets of over $112,000,- 
ooo—over one-third of total assests. 
no funded debt or preferred stock but the 
company has a $60,000,000 VT loan credit 
with banks running three years from October 
ist. The company retired 517,298 shares of 
stock at $29 a share in 1941 (out of extra cash) 
leaving 3,302,897 shares currently outstand- 
ing. It has a distinguished directorate, includ- 


ney, Sloane and Mellon; it is distinctly a 
“Morgan” stock. The company’s dominant 
position in its field may be somewhat threat- 
ened by pending (Please turn to page 315) 
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e Personal Service Department of THE MacazineE oF WALL Street will 


er by mail or telegram, a reasonable number of inquiries on any listed 
ities in which you may be interested or on the standing and reliability 
your broker. This service in conjunction with your subscription should 
resent thousands of dollars in value to you. It is subject only to the 


owing conditions: 


addressed envelope. 


Give all necessary facts, but be brief. 
Ccnfine your requests to three listed securities. 
No inquiry will be answered which does not enclose stamped, self- 


If not now a paid subscriber use coupon elsewhere in this issue and 
send check at same time you transmit your inquiry. 


ecial rates upon request for those requiring additional service. 








American Home Products & 
Landers, Frary & Clark 





lease give me your opinion of 
erican Home Products as a suit- 
¢ investment for a retired man. 
yinformation you can give I shall 
reciate. 


so I would like your opinion of 
ders, Frary & Clark of New 
ain, Conn. I understand they 
je several new men in the organi- 
in and plans for enlargement 
w the war. Kindly give me any 
ices you may have as to the prob- 
ities after the war.—H. K. H., 
er Park, Fla. 


n your letter you ask if Ameri- 
Home Products is a suitable in- 
ment for a retired man. At the 
of being called old-fashioned, 
must say that by strict interpre- 
*, no common stock can be 
idered an investment. While 
are many factors that enter 
) the determination of invest- 
i, there is always present the 
stion of safety of principal, and 
tty of income and a common 
tk does not have either qualifi- 
ion in a literal sense. 


merican Home Products is im- 
ant in its field aud the shares 
ild be suitable for one who can 
ime what is commonly known as 
usiness man’s risk while accept- 
a return of about 4 per cent. 
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Landers, Frary & Clark is a con- 
servative New England company 
whose record over many years is 
satisfactory. The new blood to 
which you refer as joining the orga- 
nization will need to put forth their 
best efforts to keep pace with past 
performances. While selling “Over- 
the-Counter” the market is as good 
as many inactive issues listed on 
various exchanges. Peacetime pro- 
ducts are chiefly household utili- 
ties made under trade name of 
“Universal” and enjoy wide con- 
sumer acceptance which augurs well 
for the company in the post-war 
era. 


Niles Bement Pond 


Do you recommend Niles Bement 
Pond for purchase at this time at 
its present price? H. B. D., Hamil- 
ton, Ohio. 


Niles Bement Pond is a leading 
manufacturer of an extensive line 
of machine tools, accessory, preci- 
sion instruments and parts. These 
products find a huge market in the 
aviation, automobile, railroad and 
electrical industries, but are used in 
practically all metal working in- 
dustries. The munitions and arma- 
ment makers and lease-lend deliver- 
ies are taking all output during the 
war. The company’s manufacturing 
operations are concentrated at West 


/ aaa 


Hartford, Conn., where a new plant 
was built late in 1939. The company 
has bank loans in the amount of 
$1,115,000 due 1943 to 1946, inclu- 
sive. There are only 712,100 shares 
of common stock of no par value 
outstanding. 


The company earned $4.56 in 1942 
as compared with $3.56 in 1941. 
However, in the pre-war years of 
1936 to 1939, inclusive, the best 
that this company showed was $1.87 
and the lowest was $1.01 per sHare. 
A decline in earnings from the 
amount shown in 1942 is indicated 
for the current year. The stock has 
had a price range this year of: high 
12%; low 834; last 10. New orders 
for machine tools are said to be dec- 
lining sharply and are considerably 
below those of a year ago. However, 
indications are that the backlog is 
still fairly large and production of 
special war items should maintain 
volume at satisfactory levels. While 
the common appears cheap in rela- 
tion to indicated earnings and its 
20 per cent yield based on the cur- 
rent market price and dividends 
paid in 1942, the post-war outlook 
is unimpressive and investors gen- 
erally appear reluctant to make in- 
vestment in stocks in this category. 
In view of this, we think your funds 
could be used more productively 
elsewhere especially if you are seek- 
ing capital appreciation. 


U. S. Lines 


I am a subscriber to your maga- 
zine. Will you please advise me as 
to long term outlook on stock of 
United States Lines. L. M. C., New 
York City. 


U. S. Lines is the outgrowth re- 
sulting from the merger of Inter- 
national Mercantile Marine and 
United States Lines of Nevada. 
Earnings will be largely determined 
for the duration of the war by char- 
ter payments and agency fees re- 
ceived from the United States Gov- 
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ernment. Post-war prospects are 
broadly dependent upon political 
and economic developments which 
are not now clearly outlined. The 
possibility of excess tonnage and 
high costs indicates severe post-war 
competition. 

Under the terms of the merger 
agreement ratified by stockholders 
in May, 1943, each preferred share 
of U. S. Lines not owned by Inter- 
national Mercantile Marine received 
one preferred share of the new 
company. Each International Mer- 
cantile Marine share received two 
shares of common stock of the new 
company. As the result of the mer- 
ger, the large capital deficit of Inter- 
national Mercantile Marine was 
eliminated and the new company 
started with a capital surplus of 
$7,513,000. 

Earnings for 1943 are not expect- 
ed to be quite as good as the 59 
cents, a share shown in 1942. The 
company’s large debt makes early 
common dividend extremely unlike- 
ly. However, in view of the large 


leverage and possibility of substan- . 


tial ship recovery, the common stock 
at current market price of 514 has 
possibilities as a radical speculation. 
The stock sold as high as 8% this 
year and the low was 434. The com- 
pany has substantial claims against 
the U. S. Government for requisi- 
tioned vessels; one, on the Liner 
Manhattan which was _ severely 
damaged by fire and the claim is 
said to be approximately $10,000,000. 


Willys-Overland Convertible Pfd. 


I am holding preferred shares of 
the Willys Overland Company on 


which I have a nice profit if I sell. 


Do you think it advisable to sell 
or do you think this stock should 
be held? W. A. M., Pottstown, 


Penna. 


Willys-Overland Motor Company 
60 cents convertible preferred stock 
earned $4.86 in 1942 as compared 
with $2.71 in 1941. For the nine 
months ending June 30, 1943, the 
company earned $10.09 on its pre- 
ferred stock as compared with $3.90 
for the same period of 1942. Accrued 
dividends now amount to $3.25 on 
the preferred stock. It is convert- 
ible into 114 common shares through 
1946, and share for share thereafter 
to 1951 when the privilege expires. 
The preferred stock has had a price 
range this year on the New York 
Stock Exchange of: high 1454; low 
8; last 12. In view of the excellent 
earnings shown thus far this year 
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and the $3.25 accumulated divi- 
dends on this stock, we see no reason 
for you to disturb same at the pre- 
sent time. 


Monsanto Chemical Pfd. vs. 
McKesson & Robbins $5.25 Pfd. 


I have 10 shares Monsanto Chem- 
ical Pfd. C 4% quoted now about 
110, bought at 105. 

Am considering exchanging it for 
McKesson & Robbins pfd. 

Will you give me your opinion 
on these two issues- J. H. G., Web- 
ster Groves, Mo. 


Monsanto Chemical Company, 
Series A, B and C Preferred stock 
have equal preference over the 
common stock as to assets and cum- 
ulative dividends at their respective 
rates. The Series C 4% preferred 
stock which you hold is redeem- 
able at $107.50 through March 31, 
1946 and thereafter at 105. The 
Series C stock was issued in 1941 and 
has paid dividends continuously 
since then. Dividends are being 
well covered on each class of pre- 
ferred stock of this company 
although earnings in 1942 showed 
a drop from 1941. 

McKesson & Robbins $5.25 Pre- 
ferred stock is callable at 10914 and 
earnings on this stock show a 
marked improvement in the first 
three months of company’s fiscal 
year ending June 30th, showing 
$21.90 as compared with $15.92 for 
the same period of 1942. While this 
stock cannot be considered seasoned, 
if it can be bought at the redemption 
price or better, we see no valid 
reason why you should not exchange 
the Monsanto Chemical Preferred 
C stock for McKesson & Robbins 
Preferred. The former is selling 
above its call price and you will 
receive a better income return from 
the McKesson & Robbins Preferred 
stock. Two other preferred stocks 
which you might consider switch- 
ing into are Crane Company $5 
Preferred stock callable at 105 and 
selling at 104 on the New York 
Stock Exchange and Interstate De- 
partment Stores $7 Preferred stock 
callable at 110 and selling at 109. 


Sinclair Oil 


Kindly tell me if I should hold 50 
shares of Sinclair Oil as an income 
investment. I paid an average of 
$9.00 per share for it but it fluctuates 
so I am wondering if it is a good 
stock to hold. 

E. W., Oakland, Calif. 


While we believe retention 
your 50 shares of Sinclair Oil is ¢ 
wise course, it should be borne j 
mind that in a literal sense no cog |P 
mon stock can be considered as [ 
investment. To qualify as an inveg |! 
ment, there must be the factors @/[« 
safety of principal and stability @ |}: 
income. Inasmuch as shares of stog 4 
represent the equivalent of a pag’ 
nership in a business, the factor @|f: 
safety of principal is absent. So tog | 
is stability of income, since dig |]; 
dends are not a fixed charge aq J 
fluctuate with the state of prespey |]: 
ty of the business in which char |f, 
are held. = 


BUS 
rubk 
Pennsylvania Co. for Insurance di a 


Lives and Granting Annuities |" 
deal 

Do you consider bank stock “Peng s 
sylvania Co. for Insurance on Lin ®* 
and Granting Annuities about $34. jea\ 
per share to yield 4.7% for a wom@ owns 
of advanced age and moderg*m 
means a suitable investment? |", 


A. C. K., Vineland, N, folid 
FINJ 
The Pennsylvania Company {'*e 
Insurance on Lives and Grantig e's 
Annuities was originally incorporg milli. 
ed in Pennsylvania March 10, 18]eeni 
Its departments consist of ban?" 
ing, trusts and safe deposits and],,.. 
is a member of the Federal Reser ubje 
System and Federal Deposit Insgoyt 
ance Corporation. It operates eigfindef 
branches in the City of Philad - 
phia, Pennsylvania. In April 19 - 
the company acquired entire capil apa, 
stock of the Interstate Title [nsgests, 
ance & Trust Company. Since thq""s" 
it has made several other bs * 
mergers. fon, 
tet, 


On December 31, 1942, this cog’ 
pany’s capital stock had a bo’ N 
value of $26.99 as compared 
$26.36 in 1941. The company | 
had a very good dividend rec 
and since 1934 to 1943, inclusive, ! 
dividend rate has been $1.60 yeat 4 
At current market price of 33, batius:: 
on a $1.60 yearly dividend rate, §;"" 
indicated income yield is 4.8%... 
The company has also paid std... 
dividends and offered subscripts 
rights at different times. While #>— 
stock has fluctuated in price, if }J Hise 
are interested in a fair return 
your capital, we see no objectic 
your making’a commitment in 
stock. The highest this stock 
since 1939 was 34 and the low 
2114 in 1942. 
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BUSINESS: Lee Rubber is one of the more important of the smaller 
tubber manufacturing enterprises but, with business well diversified, 





SUraNCe Gi; a prominent factor in its class. Normally about two-thirds of reve- 
s,s. fnues and a somewhat smaller proportion of profits are derived from 
mnuities |i. and tube manufacture, sold mostly for replacement purposes to 
dealers and operators of commercial vehicle fleets. A wide list of 

tock: ‘Peng tiscellaneous rubber items including belting, hose, packing and molded 
oon fn goods contribute the rest. Distribution is nation-wide with com- 


B any's own outlets accounting for about half of tire sales, independent 
bout 534M jealers and oil-company stations for the remainder. The company 
or a womaowns a 35% interest in National Synthetic Rubber Corp. which was 
moderdtmed to operate a Government-owned synthetic rubber plant. An- 
t? tal plant capacity is about one million casings and inner tubes 
sigcsoaald each and some 24 million pounds of mechanical rubber goods and 
land, N.|olid truck tires. Operations are now concentrated on war work. 


FINANCIAL POSITION: Finances are exceptionally strong and liquid, 
mpany {iieflecting steady improvement in recent years. Net working capital 
P > sJequals nearly $33 a share and amounts to $7.90 million. Cash and 
1 Granti securities come to $3.67 million, exceeding current liabilities of $2.34 
INCOT}0F million. A contingency reserve of $750,000 has been created from 
hh 10, 18learnings. Capitalization is small, consisting of 241,509 shares of $5 
of ban value common only so that there is considerable earnings lever- 
Fl bas A relatively high EPT exemption minimizes the effect of higher 
81tS ANG} ixes and current fiscal year earnings should approach $6 per share, 
ral Resetfubject to reserves. Dividends should again equal $2.25. 
r0sit Ins OUTLOOK: Military demand is expected to continue high for an 
rates eigindefinite period and further sales growth is anticipated. Sales for the 
f Philadgitst nine months are running 36% ahead of the preceding period, be- 
April 19 tween 60% and 70% representing war work. As synthetic rubber 
PTli *Atecomes more plentiful, production of civilian tires is expected io 
tire Capifapand, and though margins tend to contract under higher operating 
Title Insifcosts, they should be reasonably well maintained. There is no recon- 
Since tha'’sion problem since war-time operations are carried on solely in 
other the manufacture of the company's normal products. 
MARKET ACTION: Reflecting company's favorable all-around posi- 
tion, market action of the common far outdistanced the general mar- 
tet, Holding close to its 1943 and all-time high of 39!/2, the stock is 
>. this cof '50% above the 1942 low and above the 1937 high of 277%. 
we a be COMMENT: Recent price—38!/. Yielding just about 6% and selling 
aa telow book value of $47.50, the stock has attraction on an income 
pare 4 well as long pull appreciation basis. 






































ympany | 
lend ree Long-Term Record 
iclusive, | Net Sales NetIncome Net Per Dividends Price 
$1.60 year’ Smillions $millions Share Per Share Range 
ae cee 1.354 0.326 1.28 0.40 14%. 7 
of 33, bats... 52222220. 243 0.184 0.50 145-84 
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SAFEWAY STORES, INC. 





Price Range 
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BUSINESS: Safeway Stores is the second largest food chain in point 
of sales, and third in number of stores which total about 2500. About 
80% are located between the Mississippi River and the Pacific Coast. 
In 1941, the company acquired the Daniel Reeves and National Gro- 
cery Co. chains thereby gaining access to the northeastern area. In 
addition to 42 principal and a number of smaller warehouses, the 
company operates 19 bakeries, 7 creameries, 7 coffee roasting plants, 
3 meat distributing plants, 4 dressing plants, one milk condensery, a 
candy factory, a fruit and vegetable cannery and a jam and jelly 
manufacturing plant. Through subsidiaries, a general wholesale busi- 
ness is also conducted accounting for about 16% of total sales but 
profits therefrom are relatively small. 


FINANCIAL POSITION: A sound financial position has been main- 
tained for a period of years. Currently working capital amounts to 
about $46.26 million whereof $12.16 million are in cash; the remain- 
der consists largely of inventory which at the end of 1942 came to 
$52.17 million out of total current assets of $68.22. Past earnings and 
dividends were consistently high, the former averaging about $5 per 
share, the latter about $3. In 1941, proceeds from the sale of $14 
million of debentures, from bank borrowings of $6 million and from 
sale of preferred stock were used to pay off $12.47 million older bank 
loans and increase working capital. 


OUTLOOK: A structure of somewhat fewer but more productive 
stores is mainly responsible for Safeway's recent favorable earnings 
accomplishments. Management has shown unusual ability in meeting 
changing conditions and while growth factors in the company's terri- 
tory will play a less important part in future earnings expansion, the 
chain should continue to fare better than average. Reflecting princi- 
pally the effect of rationing, sales so far this year are running mod- 
erately below last year's and earnings consequently may drop to around 
$3.25 per share; however, the $3 dividend is held assured. Gross mar- 
gins have been narrowed by price ceilings and operating costs tend 
to rise but reduced taxes will cushion the drop of final net. 

MARKET ACTION: Reflecting great earnings stability, the common 
displayed cosiderably less than average volatility, especially on the 
downside, and reaction from the year's high was less than 10%. At 
present, the stock is about 47% above its 1942 low and 6% below the 
1937 high. In comparison, our Index is 80% above and 40% below 
these points, respectively. 

COMMENT: Recent price—43!/2. Selling somewhat below book value 
of $45.70 per share, the common yielding nearly 7% deserves merit 
principally from an income standpoint but moderate appreciation 
prospects do exist once war time restrictions are relaxed. 


Long-Term Record 


Net Sales NetIncome NetPer Dividends Price 
$millions $millions Share Per Share Range 
242.96 3.866 3.00 57 





346.1 ’ ’ 3 

399.32 4.786 4.76 3.50 a9 
475.12 5.036 4.91 3.50 47-35 
611.13 4.522 4.06 3.00 44-2914 
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SMITH (L.C.) & CORONA TYPEWRITER CO. 





Price Range 


Thousand Shares 


1941 1942 1943 














BUSINESS: This is the country's fourth largest manufacturer of type- 
writers with principal output consisting of L. C. Smith standard and 
silent models and Corona portables. Other products include a line of 
low-priced adding machines, a duplicating machine of the hecto- 
graph type, carbon paper and typewriter ribbons. Typewriters, parts 
and supplies normally account for about 75% of volume and carbo» 
paper and ribbons for 18%. Domestic sales are made through 77 
branches and about 2500 dealers, accounting for from 75% to 80% 
of output. Subsidiaries in Canada and England contribute about 5‘% 
of earnings. Typewriter output ended October 1942 under WPB or- 
ders and the company's facilities were subsequently converted to war 
work. Since September 1943, however, typewriter production has again 
been permitted up to 9% of normal production to meet urgent Gov- 
ernment and war industry requirements. 

FINANCIAL POSITION: Working capital position improved mate- 
tially in recent years by retention of a goodly part of mounting earn- 
ings; at the same time, bank loans and other debts were refinanced. 
Working capital currently is $6.78 million with cash and equivalent 
amounting to $3.90 million, nearly covering current liabilities of $3.98 
million. Funded debt has been reduced to $1.21 million 2% to 3% 
debentures, due $175,000 annually to !950. Also ahead of the smail 
common stock issue of 276,281 shares are 12,949 shares of $6 cumu- 
lative preferred stock. 

OUTLOOK: The company has come a long way since 1939 when 
only 90c a share was earned. Latest results, for the fiscal year ended 
June 30, 1943, were $3.57 per share which should be exceeded in 
the current fiscal year. Dividends over the near term should be main- 
tained at the quarterly rate of 50c, affording a yield of better 
than 6%. High war-time earnings of course reflect war output which 
should continue substantial for the duration but longer range pros- 
pects are also favorable, considering the large deferred civilian de- 
mand for the company's products. Prior to the war, the company 
has steadily improved its trade position and post-war prospects point 
to better than average pre-war performance. 

MARKET ACTION: Reflecting the recent sharp earnings improve- 
ment, the stock exhibited above average volatility and more recently, 
excellent market resistance, holding close to the year's high of 25!/,. 
At present, it is 164% above its 1942 low and about 42% below the 
1937 high while our combined Index is 80% above and 40% below 
these points, respectively. 

COMMENT: Recent price—2334. Selling only slightly above book 
value of $23.38 per share, the stock appears to have above average 
longer range prospects. 


Long-Term Record 


Net Sales WNetincome Net Per Dividends Price 
*Year Smillions Smillions Share Per Share Range 
|) rer rer re eo ee ne MA Nil Be- 54 
SDE? chino eee sees 8.306 0.427 1.70 Nil 2415- 6 
Sc kdeeaesbenee 10.336 0.709 3.23 1.00 3472-19) 
See ee 13.089 1,096 4.0 1.62 404-10 
Tere 11.914 0.473 1.43 1,00 1934-10 
ee eee 12.058 0.344 0.96 0.50 174-9 
(| RRR ee 11.173 0.326 0.90 0.50 11}o- 5 
SEES: Deaeon cbauwes 14.905 1.035 3.46 2.00 15 =. 9 
ee ea 18.947 1,327 4.52 2.00 15%- 9 
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COMMERCIAL CREDIT COMPANY 





Price Range 


i 
" 
v 
' 
i 
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Thousand Shares 


1941 1942 
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BUSINESS: This is one of the largest units in the installment financi 4 
field. The company purchases installment lien notes covering rethm, | 
sales of repossessable merchandise, wholesale notes and acceptanchyfil. 
open accounts receivable and general factoring accounts. AvBilec 
mobile installment financing, notably Chrysler and Packard productsiiutio 
normally the principal business. Hard hit by virtual disappeardiding 
of the latter and the sharp decline of other receivables due to wihorts 
time restrictions on consumer durable goods manufacture, the coluire, 
pany expanded its already profitable surety operations and bro@ prc 
ened its interest in manufacturing so that earnings were relativaeho 
well maintained. It owns the American Credit Indemnity Co., chied 4 
trols the Calvert Fire Insurance Co. and has other insurance interder pr 
as well as a 59% interest in the Gleaner Harvester Co. ANC 
FINANCIAL POSITION: Finances are strong and liquid, giving fing 
company a high credit rating. Total assets amount to some $Sperty 
million; thereof $33.29 are cash, $104 million receivables and $30byitic 
represent security investments. As receivables contracted, the cdlion, 
pany methodically reduced short term obligations and as e re 
only $16.15 million short term notes, $1.5 million 1'/2% notes duebich a! 
December and a long term debt of $30 million 2!/44% notes maturh wor 
in 1949 are now outstanding. Earnings for the first nine months 
$2.43 per share, reflecting successful development of new sourcest pai 
income to tide the company over the war period. ibe. 
OUTLOOK: For the duration, income from manufacturing and su@fLO 
interests will doubtless be the largest single source of revenues. Pa off: 
war prospects point to quick recovery of the company's strong p@ yea 
tion in the installment finance field which in the past was producifnear 
of excellent earnings. While profit margins after the war may be ming | 
rower than pre-war, income from other business should stabilize caplianc 
ings and enhance the outlook for continued good results. Financidtesear 
the concern is excellently prepared for huge post-war business whinter 





is confidently expected on basis of tremendous pent-up demand ftesea 
consumer durable goods, notably automobiles. RKE} 
MARKET ACTION: Reflecting the company's great liquidity @ition 


success in developing new income sources, the stock has outdone Mier th 
market on the upside and enjoys considerable resistance to mamently 
pressure. It is presently 140% above the 1942 low and some # poir 
below the 1937 high. higt 
COMMENT: Recent price—38!/2. Impressive earnings prospech#MME 
high safety factor and a dividend yield of 8% give the common @ihare 


standing merit for income return at current levels which compare Hd, r 
the year's high of 44. ts for 





Long-Term Record 





Gross Optg. 


























Income Net Income Net Per Dividends Pri 
pod $millions $millions Share Per Share Ran: ” 
OBB idhrcielicro siden 14,213 5.268 4.12 1 ro 
I ai areas 17.339 7.738 5.60 233 38 
1936 25.557 12.005 6.08 5.62 

32.186 13.593 7.10 5.50 

4.266 8.997 4.60 4.00 

19.559 7.913 4.01 

22.424 8.310 4.23 

29.322 9.081 4.65 

23.656 7.068 3.56 
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McGRAW ELECTRIC CO. 








Thousend Sheres 





1941 1942 











INESS: A smaller but progressive manufacturer of electrical appli- 
ment finances, The company's leading products are automatic electric toasters, 
je bakers and food warmers sold under the names of “Toastmaster,” 
afflemaster," etc. Stationary and portable water heaters and a line 
counts. Avfilectric fuses and plugs are sold under the trade name “Buss.” Dis- 


rd productsBution normally is through wholesalers including Graybar Electric Co., 
disappeartitinghouse Electrical Supply Co. and General Electric Supply Co. 
s due to wMorts normally account for less than 10% of output. The fuse division, 
ure, the ciluired in 1930 from Westinghouse, accounts for the bulk of current 
is and bro& production, largely comprising fuses and plugs. Manufacture of 
vere relativasshold appliances was suspended in May 1942 and facilities con- 


nity Co., hed to ordnance output including anti-aircraft shells, magazines and 
rance inter projectile parts, mufflers for tanks and radio parts. 

ANCIAL POSITION: Aided by a conservative dividend policy, 
ing capital has expanded steadily for many years despite sizable 
to some §lperty expenditures. At mid-year it was $3.48 million, with cash and 
les and $30Byities of $2.43 million more than covering current liabilities of $2.18 
ted, the c@lion. Total current assets amount to $5.66 million. Capitalization 
d as @ rethmall, consisting solely of 472,600 shares of no par common stock 
, notes duelich affords fair earnings leverage. In view of narrower margins on 
notes maturt work, war-time earnings failed to keep pace with best peace-time 
ne months hits and 1943 net is estimated at no more than about $2; however, at 
\ew sourcetht partial restoration of the dividend cut earlier this year from 50¢ 
tc. quarterly is anticipated. 

ing and suWTLOOK: As increased production on new war contracts has more 
revenues. Pan offset cutbacks on some items, total sales may gain moderately 
's strong pe year but resumption of appliance manufacture is unlikely during 
was producifnear term. Its eventual revival will however mean greatly improved 
sr may be ming power since prospective demand is large and profit margins on 
stabilize edpliance business relatively wide. The company has been maintaining 
ts. Financidttsearch and development pregram despite the war and is prepared 
business whiter the post-war market quickly. In 1942, it spent about $100,000 
ip demand frsearch on peace-time products. 

RKET ACTION: In view of limited profit possibilities under war 
- liquidity @itions, volatility of the common was below average. After equalling 
as outdone fier this year its all-time high of 29 established in 1940, the stock is 
nce to magently some 77% above its 1942 low while our Index is 80% above 
ind some 4 point. The stock, on the other hand, considerably exceeds the 
high of 21 while our Index is 40% below that peak. 

s prospect#MMENT: Recent price 2434, more than twice book value of $10.73 
e common @share. With restoration of annual dividends to at least $1.50 ex- 
1 compare wed, resultant yield of 6% combines with excellent post-war pros- 
for above average attraction. 


Long-Term Record 























Net Net 

Sales Income Net per Dividends Price 
dends $millions Smillions Share Share Range 
phare 3.190 0.502 2.13 0.50 16 - 3% 
25 3.802 0.614 2.60 1.50 *31 -13% 
25 5,403 1.005 4.25 3.50 *46 -401% 
62 5.884 0.944 2.00 1.75 21-11 
SO 0 OFM... ccccceee 5.797 0.891 1.89 1.00 2034-10 
D0 SOMME... oo scccsccee 6.919 1.413 2.99 1.75 25 34-1554 
OO | SMES 6 cbs cccee cee 8.26 1.454 3.08 2.25 29-17 
SS MORI. os cecccscces 10.317 1.379 2.92 2.00 25 14-1314 
are «=—s Rens 8.43 995 2.11 2.00 2415-14 
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BUSINESS: This is the largest supplier of standard type piston rings 
including rings developed for diesel engines. Piston expanders for 
aluminum pistens are also made and aircraft manufacturers have adopt- 
ed the company's products as standard equipment. A majority of auto- 
mobile makers purchase all or a large part of their requirements from 
the company. In 1942, virtually all facilities were engaged in war pro- 
duction, requiring some process changes and expansion of plant in view 
of heavy concentration on aircraft engine piston rings. Currently about 
97% of output is used in aircraft and mobile units manufactured for 
the Government. 


FINANCIAL POSITION: Finances are fully adequate and cash posi- 
tion has steadily improved. Working capital is about $1.80 million and 
current assets $5.60 million whereof cash and equivalent $2.16 million 
against $1.02 million a year ago. Current liabilities are $3.79 million. 
Apart from notes payable of $1.5 million which are included in the 
latter, there are ne obligations ahead of the small common stock issue 
of 161,696 shares so that there is good earnings leverage. Despite 
constantly growing volume, sharply rising EPT liability which in 1942 
was $1.41 million against $0.26 million in 1941, tends to impede war- 
time growth of earnings, yet further moderate gain in net is anticipated. 


OUTLOOK: In view of heavy concentratien on supplying the aircraft 
industry, good results are assured for the duration and recenversion 
problems are negligible. The post-war outlook is excellent in line with 
the outstanding potentialities of the automotive industry and expanding 
demand from the aviation industry as compared with pre-war. Thus 
growth prospects exist pointing to further long-term improvement ef 
earnings and dividends. By reason of flexibility of cost control and 
normally goed replacement sales even in off years, stability ef earnings 
exceeds that of the automotive industry as a whole, minimizing the 
cyclical facter normally important in enterprises related to the latter. 


MARKET ACTION: Volatility ef the common is below average, reflect- 
ing in part the narrower market provided by N. Y. Curb Exchange list- 
ing. Presently the stock is 63% above its 1942 low and 4% below the 
1937 high while our Index is 80% above and 40% below fitese points, 
respectively. 


COMMENT: Recent price 33. Mirroring the premising over-all out- 
look, the common has held close to the year's high of 34!/4, only slightly 
below the 1937 high of 35. Yielding 7%, the equity appeals from the 
standpoint of income as well as market possibilities. 


Long-Term Record 


Net Net 
Sales Income Net per Dividends Price 
Year Smillions Smillions Share Share Range 
SORA ccvcedasacdse ~aneae 0.549 3.40 2.00 33-23 
BG K+s0 Kencskennnde 3.514 0.239 1.48 2.00 -31 
4.312 0.557 3.45 2.00 41 -32 
| seer ee 4.719 0.586 3.63 3.25 35 -25 
, ar ee 3.530 0.150 0.93 3.25 29 -22 
a re 4.327 0.344 2.13 1.50 29 -24 
Mires ccauscuvacene 4.768 0,323 2.00 2.00 29 -23% 
GE fconscucicacccea 6.653 0.46 2.88 1.90 27-17% 
[, eer rer 10.167 0.473 2.93 2.35 2434-2014 








Graphic Record of Economic 
Changes in Two Wars 
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MONEY AND BANK CREDIT CONCLUSIONS 





MONEY AND CREDIT—Demand de- 
posits have expanded 44%, since Pearl 
Harbor; but three-fourths of the in- 
crease is believed to be held by busi- 








ness concerns. 








TRADE—Christmas buying wave re- 


cedes, with shelves bare of the most 


760 





sought after gifts. 





DEMAND DEPOSITS 
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ait | INDUSTRY—Despite probable drastic 


shortening of post-war factory work 
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week, millions of civilian workers are 


— wr | - | going to be dismissed to make way for 
. | | returning soldiers and sailors. 
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= | et | TOTAL LOANS ~~ 
so ° 2 : ———— COMMODITIES—Higher ceilings on 
at eee feed grains cause prices to virtuall 
9 P y 
COMMERCIAL OA . 
| “— duplicate September war-time peak. 
e2seenw ee ee , 
JFMAMJJASOND Larger foreign wheat acreage ex- 
er lea alinaing pected next year. 











| Jhe Business Analyst 


i a ~ 


—100 With all components of our weekly business REET RET 0, 

index, save electric power output and car- | BUSINESS ACTIVITY 
loadings, staging better than normal seasonal PER CAPITA BASIS 
— | 75 | gains, per capita business activity has ad- ind se 
vanced nearly two points during the past fort- 
night to a level only a small fraction short of 
the past summer's all-time high. The index for = 
the month of November sagged 0.1 point from 

the October level, to 128.2% of the 1923-5 1943 

average; but was 10.2 points above Novem- 
ber, 1942. Without compensation for popula- 130 
tion growth, this publication's index of business 
activity rose 0.! point to 155.3% of the 1923-5 
me. average—a level 8.6°, above November of 
last year. 
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1923-5=100 


Folks have completed a major portion of 
their Christmas shopping this year several 
1100} weeks earlier than usual, and department 
store sales in the week ended Dec. 4 were 
only 7% above last year, compared with the 
peak increase of 21% a fortnight earlier. Cold 
— 80] weather, a mild epidemic of influenza, and 
shelves bare of the most sought after gifts 
have also contributed to the reaction. 
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War Manpower Commission chairman 
McNutt estimates that the labor force must 
reach 66.3 million by July first next—an in- 


STRES (Please turn to following page} 
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— Previous Pre- 
or Wk.or Year Pearl PRESENT POSITION AND O OK 
Date Month Month Ago Harbor si 
| FEDERAL WAR SPENDING (tf) $b Dec. 8 1.86 1.52 1.55 0.43 Conti 
F : s ; d f 
Cumulative from Mid-1940 Dec. 8 148.5 146.7 63.6 14.3 ( anes pitas -™ 
crease of 1.5 million during the current fiscal 
. If th Li i i 
FEDERAL GROSS DEBT—Sb Dec.8 1662 1660998 O52 | ervey 50% of the totel population of the 
e | 
U. S., against a normal proportion of 40% in 

MONEY SUPPLY—S$b times of prosperity. It is expected, however, that 
Demand Deposits—101 Cities ... Dec. 8 34, 33.7 29.0 24.3 the Armed Forces will account for 11.3 million 
Currency in Circulation ...........-....- Dec. 8 20.1 19.9 15.0 10.7 of the total, compared with 9.3 million on June 

30, 1943. Of the estimated 55 million civilian 

BANK DEBITS—13-Week Avge. labor force on July 1, 1944, 10.7 milllion would 
New York City—$b a... TA 5.20 5.09 4.01 3.92 | be engaged in munitions work, an increase of 
100 Other Cities—$b —..... eee Dec. 8 7.75 7.64 6.54 5.57 | 1.4 million over a year earlier. 

* * * 
INCOME PAYMENTS—S$b (cd) Oct. 12.78 12.54 11.68 8.11 —— Institute h sai al d 
ings Institu 
Salaries & Wages (cd) ............... Oct. 8.84 8.68 1 Ot sw at il lo wl a an as : 
Interest & Dividends (cd) ...... se Oct. 0.81 0.99 0.75 = 0.55 : “ee ee ee 
farms Slatheting foneme tan) Oct. 2.2% 1.94 1.96 1.21 | the prevalent supposition that Germany will be 
Includ'g Govt. Payments (ag) ...... Oct. 2.29 1.99 1.91 1.28 | defeated by the end of 1944 and Japan a year 
later. “Approximately 17.8 million persons may 

CIVILIAN EMPLOYMENT (cb) m Oct. 51.9 52.5 52.4 50.2 = demobilization during the first 2'/2 years 

Kaden Reet 4 Oct. 10.7 11.3 10.5 9.0 after the end of the Seepaes war 8S million 
Employees, Manufacturing (Ib). Oct. 16.2 16.2 15.3 13.6 from the Armed Forces, 6.9 million from muni- 
Employees, Government (Ib)... Oct. 5.9 5.9 5.7 45 tions industries and 1.4 million from war 
UNEMPLOYMENT (cb) m Oct. 0.7 0.8 1.6 3.9 | agencies.” 
* * * 

FACTORY EMPLOYMENT (ib4) Oct. 170 170 161 14) Reasonably full employment in 1947 would 
Durable Goods Oct. 232 231 207 168 call for 56 million jobs (labor for d ¢ 
Non-Durable Goods | Oct. 122 123 124 120 ‘ poh. eee 

FACTORY PAYROLLS (ib4) Sept. 308i aa wt tgp | Se ARK OF maid RF popatation, extinated of 

142.5 million, less normal unemployment of | 

FACTORY HOURS & WAGES (Ib) million). Mr. MeNutt's estimate of a civilion 

Weelly H labor force of 55 million on July first next, is 
eekly Hours Sept. 44.7 45.1 42.4 40.3 val susie . 
at tn ioe... nr Sept. 99.3 96.5 89.2 78.1 equivalent te civilian employment of 54.5 mil- 
Weekly Wage ($) --.-------mnnn----- Sept. 44394 lion after deducting a minimum of 0.5 million 

p 3.52 37.80 32.79 9 
unemployed. If the McNutt and Brookings es- 

PRICES—Wholesale (1b2) me i i ee 

Retail (cdib) Sept. «AT 10RD ADGA BU set ko only. EB elon Qreater than 's 
mid-1944 and 9.8 million less than total employ- 
pi OF LIVING (Ib3) Oct. 124.4 123.9 119.0 110.2 ment, including the armed forces, on July first 
od Oct. 138.2 137.4 129.6 113.1 next. 
Clothing Oct. 133.0 132.5 125.9 113.8 . 
Rent Oct. — _— 108.0 107.8 ss 
Making a further assumption that the number 
RETAIL TRADE killed and incapacitated in our Armed forces 
Retail Store Sales (cd) $b Sept. 5.35 5.09 4.97 4.72 | will about offset the number of young civilians 
Durable Goods —...___. Sept. 0.77 0.78 0.82 «1.14 | wh i nals i 
“ee ete + age ar Sept. 458 431 45 asa | “PO "Oe working age in the next three or four 
Chala Store Soles (cal ae Oct, ig! 179 18! 151 years, and allowing for a possible |! or 2 million 
Dept. Store Sales (rb) (I) —— Nov. 152 140 138 116 | margin of error in the foregoing estimates, it 
Dept. Store Stocks (rb2) Oct. 107 110 115 95 | appears that millions (perhaps 7 to 9 million) 
§ eivill . fue 
sanaTunES fe eae aerghps 
a (cd2)—Total ae _ ed rd td a mobilization to make way for returning soldiers 
Non-Durable Goods... | __ Sept. 192191183 178 | and sailors. 
Shipments (cd3)—Total —........ Sept. 261 258 224 183 ** * 
Durable Goods -.....................--.-- e Sept. 356 354 283 220 
Non-Durable Goods —.................. Sept. 187 183 177 155 There has been a lot of visionary talk about 
t- topia in which ho is abl 
| BUSINESS INVENTORIES—Sb heal ein rsd agg 
| End of Month (cd) —Total —........ Sept. 27.8 27.6 29.0 26.7 liki Sich a , di tn bi 
| Manufacturers’ ae eS a Sept. 17.7 17.6 17.4 15.2 a - ws ee . — _— oe ad ae 
Wholesalers’ Sept. 3.9 3.9 42 46 disillusionment. The plain truth is that millions 
So ere se Sept. 6.2 6.1 7.4 6.9 of war workers who are now squandering their | 
9 
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PRODUCTION AND TRANSPORTATION 
Latest Previous Pre- 

OK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 

Date Month Month Ago _ Harbor 

BUSINESS ACTIVITY—1—pc Dec. 4 130.6 129.4 118.8 118.2 ; : — 
(IM. We SaJ— tmp nn nnannnnaaeennnene Dec. 4 158.1 156.7 145.8 139.5 inflated wages while their friends and relatives 

t fiscal are doing the fighting are going to wish after 
absorb INDUSTRIAL PRODUCTION (rb3) Oct. 245 244 215 174 | the boys come back, that they had saved more 

f th Durable Goods, Mfr, .............-..-- ss Oct. 372 369 311 215 a haldionm tox thes Sze 
= “a Non-Durable Goods, Mfr. ...........-.- Oct. 179 178 165 ap ee 
10% in ian 

, that 
ee STEEL INGOT PRODUCTION 
million leben Naw: 7.36 7.82 7.18 6.9% This is not to say that business is going to be 
n June Cumulative from Jan. | ............... Nov. 81.59 74.23 78.72 75.69 bad after the war. On the contrary, we believe 
civilian there is going to be a reconstruction boom 
would ELEC. POWER OUTPUT after a period of unsettlement the extent of 
ase of (K. W. H.)m Dec.4 4,560 4,403 3,884 3,369 | which will depend upon the smoothness of 

transition from war to pacetime activities. But 
SS os. iia 35 52 85 93.5 no peacetime boom can produce the number of 

4 Cumulative from Jan. boo... Dec.9 2,972 2,938 9,035 ~—«5,692 | full-time office, factory, store and fighting jobs, 
sec 6 outside the home, that are available now. Ii 
} upon PETROLEUM—bbIs. m full employment be measured by present con- 
will be ee Se Dee. 4 4.38 4.41 3.83 4.11 ditions then millions are going to consider them- 
erycer ee. Dec. 4 71.04 69.98 71.87 87.84 selves unemployed after the war, and many 
+o Oil St Dec. 4 61.60 62.14 75.98 94.13 

Heating Oil Stocks. .......................-.. Dec. 4 45.36 46.19 49.27 54.85 actually will be. 

years as 
million CARLOADINGS—+ Dec.4 863 820 760 833 =o 
muni- Grain eel parka snetdessenssaddasesseniees Dec. 4 56 51 44 43 
aan Cosi. 2. + - Dac. 4 186 182 161 150 Organized labor has already launched a cam- 

oacg Miscellaneous ...... Dec. 4 393 368 367 379 | paign to spread out jobs after the war by 
Ge | . Dec. 4 106 9% 80 156 | reducing weekly working hours. Moving in this 

sereceneoes Dec.4 4 50 26 aE pense 
direction, two large copper mines have already 
would GENERAL eliminated Sunday work, with its costly overtime 
red to Bituminous Coal Prod. (st)m ........ Bac. 4 12.65 12.45 11.33 10.80 | pay. and all shipyards will close down Sundays 
od at —— a (bd. ft.)m _..... Dec. 4 605 566 562 632 | after Jan. |. But eyen if all production, a field 

a ‘aperboard New Orders Ast) = See 4 178 135 150 165 | - . : : : 

° Cigarettes, Tax Paid Withdrawals in which organized labor influence is predom- 
sivilian —b ae Oct. 23.5 22.6 23.1 17.1 inant, goes on a part time schedule, the prob- 
ext, is Portland Cement Shipments (bbls.) O ‘ad in a a lems of full time employment for all, at full 

. ct. ° ° ls ° : : ° 
dosed op tabdak abe io Oct. 688 729 90.9 61.8 | time Pay. will remain unsolved. 
set ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
yment Dept., Jan., 1939—!00. cd3—Commerce Dep't., 1939—1!00. cd Ib—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
condi- data. en—Engineering News-Record. |—Seasonally adjusted Index, 1923-5—100. lb.—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3— 
an in Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1739—100. m—Millions. mpt—At Mills, Publishers & in Transit. np—Wéithout compensation 
tities. for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 
hl 100. rb3—Federal Reserve Board adjusted index, 1935-9?—I100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
y 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1943 Indexes (Nov. 14, 1936, Cl—100) High Low Dec. 1! Dec. 18 
Issues (1925 Close—100) High Low Dec.1! Dec. 18 | 100 HIGH PRICED STOCKS...... 68.01 52.87 62.16 62.83 

umber 273 COMBINED AVERAGE....... 89.9 54.5 ra 79.0 100 LOW PRICED STOCKS... 88.00 43.61 73.07 73.50 
— 3 Agricultural Implements......... 156.5 105.2 142.3 149.3 | 3 Liquor (1932 Cl—100)... _ 3213 «197.1 = 286.9 = -321.36 
vilians 9 Aircraft (1927 Cl.—100). 179.2 112.7 115.7 $15.2 | 8 Machinery 0 WING 82.6 103.6 104.7 
r four 5 Air Lines (1934 Cl_—100)...... 560.3 363.1 445.2 451.3 mlhew OnGee. on. “FES 61.8 86.7 85.5 
nillion S AMUSOMONt -.-23 8.2... 78.4 40.2 66.3 66.4 3 Meat Packing....................... 62.0 34.9 53.0 55.7 
er 12 Automobile Accessories.......... 142.1 83.0 113.4 114.1 10 Metals, non-Ferrous................. 155.7 106.8 117.8 118.8 
na 13 Automobiles ........ 21.0 9.7 16.6 16.7 EAL Chee uroe 13.5 9.0 13.1 13.5 
ition) 3 Baking (1926 Cl—100)..... 15.0 8.5 12.6 12.4 | 21 Petroleum (144 869 127.4 1262 

from 3 Business Machines.................. 197.1 129.4 176.7 175.5 18 Public Utilities... 58.1 23.2 47.3 47.7 
F de 2 Bus Lines (1926 saithiniaaa 96.6 54.9 92.5 90.5 3 Radio (1927 Cl— 100)... 26.1 12.1 21.2 21.0 
Idi Bi Chemicate 3 194.7 153.5 175.0 178.0 7 Railroad mene. a ~SEA 32.1 49.8 52.8 
a 13 Construction ..-csccsnecsnee 38.0 23.3 32.8 32.9 | 17 Railroads ..... iavaicce: .an 9.8 13.6 13.8 

BiCantamers. eke, 240.4 177.1 221.9 222.1 2 Shipbuilding .. cectereme | 61.2 63.9 65.9 
8 Copper & Brass........................ 82.5 61.8 62.5 62.0 eb) eee 337.1 197.8 311.0 326.6 
2 Dairy Products... 40.5 29.7 38.9 39.5 12 Steel & Iron 79.3 57.6 65.2 65.6 

sisal 6 Department Stores _.............. 32.2 15.4 28.5 28.5 7 UT Re ols lesee anne ee 47.2 32.2 38.5 39.9 
ire 5 Drugs & Toilet Articles........ 89.6 50.9 81.2 80.2 7 OL ae een ee 196.2 161.9 162.0 161.9 
aoe 2 Finance Companies................ 237.3 152.6 220.9 218.2 3 Telephone & Telegraph... 114.4 67.0 106.8 105.5 
or her 6° Food ‘Brands... 131.9 85.5 121.8 123.8 C31”). orn sesaes 56.7 33.7 47.4 46.6 
bitter 2 Food Stores....... J 37.7 46.2 46.1 3 Tres & Rubber... 28.1 16.5 25.8 26.2 
illions 4 Furniture _..... ; 35.0 55.7 56.2 4 Tobacco _.......... coe. ROe 52.2 58.1 59.6 

3 Gold Minin ; 610.3 957.8 916.8 2 Variety _ ae 233.8 182.4 216.9 218.9 
| g 
their | 6 Investment Trusts.................... 39.1 22.7 33.5 33.9 | 20 Unclassified (1942 Cl.—100) 190.0 100.0 153.8 154.3 
G—New HIGH since 1936. 
REET 
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Trend of Commodities 


Announcement since our last issue of higher ceilings on 
feed touched off a rally of nearly 2% in the Labor Bu- 
reau's index of 7 cash farm commodity prices, despite a 
favorable turn in winter wheat belt weather and passage 
by the House of a bill to permit importation of livestock 
feed duty free for a period of 90 days; but the advance 
was halted, after virtually duplicating the war-time high 
touched in September, by uncertainties over the fate of 
antisubsidy legislation in _ Sorc Since our last issue the 
OPA has raised the corn ceiling 9 cents; frozen prices of 
oats, barley and sorghum grains at the highest prices of 
the five-day ‘period from Nov. 29 to Dec. 3, pending 


issuance within 60 days of permanent regulation; 
promised to announce price ceilings on hard wheat ne 
week; and authorized an increase of $3 per 100 pound 
over last year's grade prices on burley tobacco. The ney 
ceiling price on corn still leaves it more profitable to mar 
ket in the form of hogs and the East still finds supplie; 





from the middle-West virtually unobtainable. Whea 


carry-over in the U. S. on July | next is estimated at onlg thor 
300 million bushels, against 618 million a year earlier buff by i 
the potentially tight situation may be eased considerably of t 


by larger crops abroad next year. Farm machinery make 
expect a substantial post-war foreign demand. 
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42 43 1942 1943 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Mo. 3Mo. 6Mo. 1 Yr. Dec. 6 
Dec. 11 Ago Ago Ago Ago Ago 1941 
178.7 178.0 177.8 178.0 176.5 176.6 156.9 
168.0 167.6 167.5 167.6 167.5 163.5 157.5 
186.0 185.0 184.8 185.1 182.6 177.0 156.6 


28 Basic Commodities 
11 Import Commodities 
17 Domestic Commodities 





COMMODITY FUTURES INDEX 














100 SEPT OCT. NOV. 
95 at 
cage wea 
90 
DOW JONES 
COMMODITIES INDEX 























Average 1924-26 equal 100 


1943, 1942 1941 1940 1939 1938 1937 


5 TO RAS Bes eA 96.43 88.88 84.60 64.07 64.67 54.95 82.44 
RR Soest 88.45 83.61 55.45 48.74 46.50 45.03 52.03 
312 


Date 2Wk. Mo. 3Mo. 6Mo. 1 Yr. Dec. 
Dec. 11 Ago Ago Ago Ago Ago 194! 
217.3 214.0 213.1 215.9 209.5 190.0 163.9 
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160.8 160.4 160.5 160.5 159.8 156.0 1482 
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Weighing Distortions in 
Corporate Profit Margins 
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135 


= tes 


+~!Its 


7105 








1Yr. wall 


Ago 194 
190.0 163.9 
194.5 169.2 
156.0 1482 


X 








38 = 1937 
2.9 228.1 
0.1 144.6 


TREET 





trend will depend not only on vol- 
ume but on the type of production 
and the revival of competitive in- 
fluences as work for reconversion is 
undertaken. On the whole, a further 
contraction of margins is indicated 
though notable exceptions, such as 
Ingersoll-Rand and some others, may 
counter this trend on the strength of 
superior post-war prospects. 

Among meat packers, rising costs 
affected margins materially but bet- 
ter results are now indicated reflect- 
ing more stable price relationships 
and margins are now widening mod- 
erately. This improvement should 
last for the duration and _ possibly 
longer in line with abnormally large 
food and export requirements. 

Pre-tax margins in the non-ferrous 
metal industry held close to pre- 
war levels and little change is indi- 
cated as long as existing price pegs 
and current high volume is main- 
tained. Higher costs were effectively 
balanced by stepped up operating 
efficiency, but future results of the 
smaller, high-cost producers, hereto- 
fore enjoying premium prices, will 
reflect withdrawal of the latter. In 
the case of Anaconda, smaller depre- 
ciation charges were instrumental in 
maintaining margins in 1942. A re- 
turn to competitive market condi- 
tions should force margins down to 
an as yet unknown degree—depend- 
ing on volume—since cost factors are 
not likely to decline correspondingly 
or quickly. The future price trend 
thus holds the key to the trend in 
profit margins. 

In point of profit margins, the mo- 
tion picture industry is one of the 
outstanding beneficiaries of war con- 
ditions. Compared with 1939, mar- 
gins in 1942 increased anywhere 
from two-fold to seven-fold with 
Warner and Paramount the princi- 
pal gainers. A number of factors 
combined to produce this result. 
Film mentals are 30% higher, ad- 
mission prices were increased, mate- 
tials shortages enforced great econ- 
omies in new production, far longer 
playing time of features permitted 
sizable reduction of amortization 
charges, distribution costs declined 
as did depreciation charges generally. 
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Additionally, higher earnings per- 
mitted substantial debt reduction 
with a corresponding cut in fixed 
charges. Except for the last men- 
tioned, these are of course strictly 
temporary phenomena. With the re- 
turn of normal conditions, expenses 
will again tend sharply higher reduc- 
ing margins proportionately but cer- 
tain lasting benefits will remain. 
These are principally better control 
of over-all costs and a lower cost 
basis due to reduced debt. Thus un- 
less we witness a return to former 
extravagant production excesses, 
post-war margins of the industry 
should hold above pre-war, in many 
cases materially so since pre-war re- 
turns of producers such as Para- 
mount and Warner Bros. were ex- 
tremely small, percentagewise, due to 
special circumstances. 

In the office equipment industry, 
margins earlier in the war were 
squeezed between rising costs and ceil- 
ing prices but increasing volume of 
war work provided some relief with 
the result that returns in 1942 
showed fair gains against pre-war 
margins. Reduced selling and de- 
velopment expenses contributed. 
Unit margins on normal output have 
tended to narrow over the past sev- 
eral years, a trend that is likely to 
continue after reconversion in line 
with the tendency towards lower- 
priced products. Coupled with the 
incidence of reconversion costs which 
may prove fairly high, margins un- 
der reconversion and thereafter may 
well deteriorate for a time but should 
hold at or near pre-war in view of 
existing pent-up demand and the 
export potential. 

Despite gasoline rationing and the 
failure to obtain higher crude oil 
prices, generally favorable margins 
were maintained by the oil industry 
but gains against pre-war ratios were 
extremely narrow as can be seen 
from the figures in the accompanying 
table. These small increases were 
largely at the expense of deprecia- 
tion and depletion charges which in 
many cases are running below pre- 
war norms. Amortization and devel- 
opment costs also declined reflecting 
reduced drilling activity so that 
everything considered, margins bare- 
ly held their own and in some cases 
declined. Integrated companies fared 
best, refiners less so, while among 
crude oil producers, margins showed 
a receding tendency where depletion 
charges were stepped up in line with 
forced crude output to meet military 
requirements. Costs in some in- 
sances advanced due to higher trans- 
portation charges. Over the next 
year or so, this picture will probably 
change little unless rationing is lifted 














NOTE—From time to time, in this space 
there will appear an article which we hope 
will be of interest to our fellow Americans. 
This is number seven of a series. 
SCHENLEY DISTILLERS CORP., 
NEW YORK 


History 


Maybe a lot of our readers are like some 
friends of ours who, during a recent dis- 
cussion, were cqually divided on one point. 

One preferred Bourbon, and the other, 
Rye. But, neither knew how these two 
American whiskies got their start—Bourbon 
in the South, and Rye in Pennsylvania and 
Maryland. 

When the first settlers came to Virginia 
they were initiated into the use of a new 
food product—maize. Maize, or corn, was 
grown by the Indians as a provender crop in 
the neighborhood of the first Virginia colon- 
ies. They introduced it to the colonists, who 
made it one of their staples. 

When the land was cleared, considerable 
corn was raised and a surplus developed in 
possession of the millers who were paid with 
part of the crop for grinding the grain into 
flour. Eventually these millers discovered 
that their surplus corn could be more easily 
stored in liquid form than in the grain, so 
they distilled it. They made whiskey. 

Later on, in the days of Daniel Boone and 
Henderson, when the restless Virginians went 
westward across the mountains to seek new 
homes, in what is now known as Kentucky, 
they took corn with them and continued 
their early Virginia practices. Then Bourbon 
County in Kentucky was born, and it became 
famous for its distilleries. The whiskey, 
made from corn, became known as Bourbon 
whiskey. It is still famous. 

Pennsylvania became a favorite territory 
for early German immigrants. Rye was their 
favorite bread. So, when they came to the 
new world, they brought rye with them. I: 
was planted and milled, like corn in Virginia, 
and the surplus was made into whiskey. 

Maryland, too, became a producer of this 
type of alcoholic beverage, and then followed 
a preterence for rye in the central and north- 
eastern colonies. 

Corn made the trek westward with the 
Virginians, and it became a staple food crop 
throughout the South and Southwest and far 
West. These became known as Bourbon 
territories. 

But, during the past few years, great 
progress has been made in the field of 
blended whiskies. Many of these whiskies 
have no definite Rye or Bourbon character- 
istics, and yet are very popular with those 
who have preferred Rye or Bourbon. 

The skillful blender is responsible for what 
appears to be an unmistakable trend to the 
lighter blends. He has discovered that people 
today eat lighter food, wear lighter clothing, 
prefer lighter tobaccos. So, he strives skill- 
fully to create light, palatable blended 
whiskies which have a universal appeal. 

The next time you enjoy your drink of 
fine blended whiskey, remember that a lot 
of pains have been taken to please your very 
modern, sensitive tastebuds. 

MARK MERIT 
Schenley Distillers Corp. 
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or higher product prices permitted. 
While increased operating efficiency 
and technological advances have 
helped to maintain margins, this in 
the past was frequently more than 
offset by the secular downtrend of 
product prices. Just how thts com- 
plex of factors will work out after 
the war is difficult to predict at this 
time; a further long-term decline of 
margins is at least a surface indica- 
tion though proration, as in the past, 
may inject a stabilizing element. 

War-time margins of the railroad 
equipment industry are considerably 
above pre-war reflecting marked re- 
duction of selling expenditures and 
other deductions from earnings. In 
the case of American Locomotive, for 
instance, such expenditures in 1942 
were only 2% of sales against 13% 
in 1939. Builders of locomotives and 
rolling stock about doubled their 
margins last year while N. Y. Air 
Brake further improved on its al- 
ready high pre-war rate of return. 
Reconversion of the industry is in 
full swing and may be completed 
by February next year. While the 
greater volume of normal output, as 
against the earlier tank and ordnance 
production, should be better mar- 
gined, much of the benefit may be 
absorbed by expenses incidental to 
reconversion. Yet results for a num- 
ber of years should hold far above 
average pre-war ratios until deferred 
demand is satisfied and competitive 
factors come again to the fore. The 
industry normally is highly cyclical 
and capacity excessive, factors which 
are likely to govern longer term 
irends. 

Comparative margins in retail 
trade highlight the amazing resili- 
ency of this field under difficult war- 
time conditions. Despite numerous 
handicaps, all branches last year 
managed to improve margins over 
1939 ratios, though sometimes quite 
narrowly. Department stores, mail 
order houses and drug chains fared 
best while relatively small gains were 
scored by food, grocery and variety 
chains. Surprisingly, costs in many 
instances declined on a percentage 
basis while selling expenses, reflect- 
ing personnel difficulties, rose sharp- 
ly especially with department stores, 
variety chains and mail order firms. 
Cost reduction was achieved by re- 
duced deliveries and returns, the ab- 
sence of clearance sales, emphasis on 
higher-priced merchandise, smaller 
credit losses due to declining time 
sales. These factors are expected to 
continue until marked relaxation 
occurs in shortages of merchandise 
and manpower; in the interim mar- 
gins should hold around current 
levels despite various cross currents. 


314 


Price relationships under existing 
ceilings have been fairly well bal- 
anced and pinches are largely limited 
to grocery chains where margins may 
further contract narrowly. Mail or- 
der firms face somewhat higher op- 
erating costs but spreads are widen- 
ing in the department store field. 
On the whole, the retail business has 
done amazingly well and in view of 
deferred demand should continue to 
flourish under reconversion provided 
that buying power is maintained. 


Greater operating efficiency, re- 
duced selling expenditures and 
lower depreciation and amortization 
charges, on a percentage basis, led 
to a virtual doubling of pre-tax mar- 
gins in the steel industry up till 1942 
but narrowing margins are indicated 
for 1943 and thereafter, reflecting 
higher reserves for depreciation, 
amortization and contingencies. In 
the heavy steel field, labor costs are 
greatly affecting cost ratios. Light 
steel makers managed somewhat bet- 
ter control but their margins are 
likewise threatened by pressure for 
higher wages. Apart from possible 
inroads on earnings on that score 
which may or may not be offset by 
higher product prices, margins un- 
der reconversion should hold up well 
though a moderate decline below 
highest war levels, that is 1942 mar- 
gins, appears inevitable. Earning 
power on the whole is materially 
strengthened by great technological 
progress which should continue to 
hold down operating costs. As re- 
conversion progresses, the prospective 
over-all decline in volume should 
find a good offset, profitwise, in a 
larger proportion of higher-margined 
peace-time products for sale. On the 
whole, post-war margins may well 
average above pre-war, in view of 
the general lowering of the cost struc- 
ture apparent in all sectors of the 
industry. 


In the rayon industry, rising costs 
were largely balanced by increased 
efficiency with the result that war- 
time margins show little change from 
pre-war. A notable exception is 
American Viscose which in 1942 re- 
veals pre-tax margin of 21.52% as 
against 8.49% in 1939, reflecting not 
only sharply expanded volume but 
exceptional strides in economical op- 
eration, leading to lower cost ratios. 
Current margins are expected to con- 
tinue for the duration with small 
gains possible as sales for civilian 
consumption increase. However, 
competitive factors are likely to limit 
such tendencies as will existing ceil- 
ings while they are in force. 


With the Government its principal 
customer, the tire and rubber indus- 


try could expand war-time prot 
margins but little and what gains 
occurred were largely the result of 
sharply lower selling expenses, which 
dropped to virtually nil, and in the 
case of Firestone, reduced deprecia 
tion charges. Cost ratios in most in. 
stances were higher, mirroring rising 
wages and increasing use of higher- 
priced synthetic rubber. The latter 
factor, though partially balanced by 
recently revised price-cost relation- 
ships, is expected to narrow 1943 
margins. They should widen again 
in 1944 if conditions permit larger 
output of civilian tires, a likely pos- 
sibility. The 1942 margins listed in 
the accompanying table are after de- 
duction of special reserves; impor 
tance of this factor is indicated by 
comparison with the corersponding 
figures before reserves which average 
about 11.5%. Thus pre-tax and pre 
reserve margins in 1942 were about 
double those of 1939. The outstand: 
ing showing of Goodrich, with a 
1942 pre-tax margin of 16.77% 
against an average of about 8% of 
the three other leading companies is 
based on excellent cost control. The 
cost ratio of Goodrich was only 70% 
compared with 80% in the case of 
Goodyear. 

Except for cigar makers, margins 
in the tobacco industry held closely 
around pre-war levels but currently 
are narrowing as rising costs are in- 
creasing overtaking the war-time 
benefit of reduced selling and adver- 
tising expenditures. Cigar makers. 
too, are feeling the pinch but their 
margins are sustained by the growing 
trend towards higher-priced prod 
ucts. No change in this picture is 
indicated for some time to come: 
rather, margins are expected to de 
teriorate further until cost and sup- 
ply difficulties change for the better 

In presenting this on the whole 
quite reassuring picture of war-time 
earning power of American industry, 
it behooves the writer to remind, 
regretfully, of the erosive effect of 
war-time taxes on earnings. As a re 
sult, net profit margins, as distinct 
from pre-tax margins, average far be- 
low the later. However, the value of 
this study lies in demonstrating what 
industry can do under favorable con- 
ditions; that is, when operating at 
fairly high levels and under reason- 
able taxes. It points out potential 
post-war earning power which at the 
present juncture is perhaps not fully 
realized by many. And as a corollary, 
it highlights the very real opportuni- 
ties for price reductions in numerous 
fields, under propitious circum- 
stances, with their stimulating effect 
on consumption and thus on our 
economy as a whole. 
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Selected Investment Oppor- 
tunities to Benefit from 
Reconversion Phase 
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case Of Baldwin, this margin in 1942 
was 10.88%, compared with 5.78% 
in 1939, giving it a slight edge over 
American Locomotive whose 1942 
margin was 9.47% compared with a 
1939 deficit. In point of operating 
margins, Baldwin has consistently 
outdone its competitors with a high 
of 19% in 1940 versus 11.3% for 
American Locomotive. While specu- 
lative, Baldwin stock on all counts is 
less so than the former, reflecting 
greater operating efficiency and more 
clear-cut capitalization which latter- 
ly was further strengthened by elimi- 
nation of a $6.46 million bond issue. 
But while the risk factor is smaller, 
its future showing profitwise may 
also be less spectacular due to the re- 
cent increase in share capitalization. 
The current price of 1834 is close to 


the year’s high of 1934 and not far * 


below the 1937 high of 2334; in the 
latter year, carnings were no better 
than 32c per share. Since the current 
price-earnings ratio of 4.3 to 1 is 
inadequately discounting near and 
medium-term prospects, and a 6% 
yield appears assured, the stock 
should have market possibilities. 

In the household furnishings field, 
probably one of the earliest bene- 
ficiaries of reconversion, Armstrong 
Cork, though liberally priced in re- 
lation to current results, has above 
average attraction by reason of excel- 
lent post-war prospects. While ma- 
terially affected by war-born short- 
ages and restrictions, the company 
managed to maintain earnings rela- 
tively better than most peace stocks; 
still, war-time results averaged no 
more than about half of good peace 
years. Return to normal should pave 
the way to new earnings peaks, re- 
flecting not only large pent-up de- 
mand for the company’s principal 
product, linoleum and felt-base floor 
coverings, but expansion into other 
fields such as glass containers and 
building materials, all of which 
should rapidly become a source of 
important earnings. 

Capitalization is simple and 
finances are in excellent shape with 
working capital amounting to some 
$23 million. Reconversion problems 
are small and the change-over should 
require little time. While dividends 
this year may be held to $1, affording 
only narrow yield, more generous 
payments should quickly materialize 
with resumption of normal output. 
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Pre-war disbursements averaged 
about $2. Though about 50% under 
its 1937 high, the common at current 
level of 361% is not exactly cheap, at 
the present juncture, with a price- 
earnings ratio of 1g to 1, but long- 
range potentials are such as to make 
commitments attractive on any fur- 
ther market setbacks. 





New Outlook for 
Rail Equipments 
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anti-trust litigation, which might per- 
mit the railroads to own and operate 
their own sleeping car equipment, 
but the company should in any event 
retain a strong position in the busi- 
ness. The wholly-owned Pullman- 
Standard Car Manufacturing Co. is 
the largest railway car builder and is 
expected to resume its program of 
developing new types of passenger 
equipment after the war. The stock 
returns an excellent yield consider- 
ing its record, though the price-earn- 
ings ratio is above the average for 
the industry. Net working capital on 
September goth amounted to $30.50 
a share and it is estimated that if the 
company is forced to sell its sleeping 
cars to the railroads this would bring 
in almost $25 a share additional. 
Symington-Gould, one of the lower 
priced rail equipment equities, has 
only common stock outstanding, but 
the number of shares (1,012,984) is 
large in relation to the size of the 
business. Hence share earnings and 
dividends have been small—usually 
under $1.00. The company makes 
couplers, side frames, draft gears and 
similar parts for cars and locomotives 
and is now producing aeroplane cast- 
ings for the Government. Non-rail- 
road business has been small in the 
past though this may be improved 
in the post-war period. Cash and 
current position is not specially 
strong and the issue does not appear 
to have outstanding possibilities. 
Union Tank Car has investment 
quality, having paid dividends for 29 
years. It is the most important com- 
pany in its field, the leasing of tank 
cars. While the company has not 
been much affected in the past by 
pipeline competition, the reported 
success of the “Big Inch” pipeline in 
reducing transit costs might lead to 
greater use of pipelines after the war, 
in which event the company’s posi- 
tion might be encroached upon. 
With only common stock oustanding, 
it has maintained a strong financial 
position, with ample cash. With 
earnings largely derived from rentals, 
the company has been able to keep 
out of the red despite trade fluctua- 


tions. Considering its record, the 
stock appears fairly priced at about 
8 times estimated earnings. 

Westinghouse Air Brake with its 
long unbroken dividend record of 
68 years is second only to Pullman 
The company is the leading maker 
of air brakes and is also an impor 
tant factor in the signal business 
through its subsidiary, Union Switch 
and Signal. It has benefited in re 
cent years by Government rulings re- 
quiring certain brake equipment 
Cash has been maintained for many 
years at a high level, last year’s figure 
being over $27,000,000. Capitaliza 
tion consists only of common stock 
(9,172,111 shares). Reflecting its 
high standing with investors, the 
stock is liberally priced in relation 
to earnings, but considering the long 
record of payments, the yield of 5.7% 
appears satisfactory. 

Youngstown Steel Door enjoyed an 
early reputation as a “‘growth” com- 
pany, when sales and earnings 
showed phenomenal gains. There 
were stock dividends of 100% in 
1935, 300% in 1936 and 100% in 
1937—the early holder thus receiving 
16 shares for 1. The later record has 
been irregular, however, with sales 
last year only about the same as in 
1936, while share earnings were 
lower. (Government restrictions on 
output being largely responsible.) 
Dividend payments have been main- 
tained since 1933 (or earlier). The 
financial position is very satisfactory, 
with no funded debt or preferred 
stock and with a high current ratio 
—cash alone in 1942 was nearly 8 
times current liabilities. This factor, 
together with the probable backlog 
of post-war demand for the com: 
pany’s patented steel freight car- 
door, doubtless explains the rela 
tively high price in relation to cur- 
rent earnings. 
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plastics, and the short wave heating 
of plastic plywood are two fields cer- 
tain to become important. Short 
wave high frequency electric current 
is now being used for the surface 
hardening of gears and other steel] 
machinery parts, doing in seconds 
work which formerly took hours. 
The possibilities of high frequency 
heating in chemical production are 
important. By this means, for ex- 
ample, the contents of a kettle can 
be heated evenly throughout with- 
out heating the vessel itself which 
avoids the danger of overheating or 
burning at the edges. 
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Business Prospects for the 
New Year 
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the whole, they form a reassuring 
picture, auguring well for our success 
in overcoming the difficult period 
that confronts us. 

For the investor as well, it may be a 
irying period as foreshadowed by cur- 
rent market action reflecting grow- 
ing caution and indecision which is 
likely to continue until a clearer view 
can be had of what lies ahead. This 
places emphasis on the need for re- 
adjustment of holdings where this 
has not already been done, to bring 
investments in line with the new op- 
portunities. These may be found in 
fields where reconversion is even now 
underway or an early prospect, where 
deferred demand is large and assur- 
ing profitble business for a consider- 
able span of time, in the field of so- 
called “war casualties” which while 
suffering from the impact of war hold 
superior promise of excellent peace 
business. Such opportunities in the 
past have frequently been brought 
to the attention of our readers; if 
commitments are desired along these 
lines, time is getting short since re- 
conversion is approaching fast. This 
should not be lost sight of when fa- 
vorable buying opportunities occur 
during the weeks to come. 

By the same token, holdings should 
be examined from the standpoint of 
a company’s fundamental position, 
flexibility in reconverting, ability to 
market new products and new com- 
petitive factors which may arise in 
any given field. Successful reconver- 
sion, besides necessitating adequate 
financial resources, places a premium 
on management; efficient manage- 
ment, therefore, has come to repre- 
sent far more important a factor 
than normally in appraising post-war 
prospects of corporations. 

Businessmen, of course, are con- 
fronted with the biggest headaches. 
Their lot will be to prepare for peace 
while still occupied with the impor- 
tant task of producing for war. Once 
war orders cease, they must arrange 
for prompt contract termination, 
disposal of unneeded inventories, 
acquisition of raw materials and sup- 
plies for peace production, technical 
reconversion of plants, readjustment 
of personnel, re-creation of dealer 
and selling organizations and count- 
less other moves vital to speedy and 
efficient resumption of normal ac- 
tivities. 

In a business sense, 1943 has been 
our greatest boom year, and while 
1944 may not differ much, depend- 
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ing on the trend of military develop- 
ments, it will hardly measure up to 
the all-time peaks established in vir- 
tually every field. Employment 
dwindled to the all-time low of one 
million compared with 8.7 million 
persons without employment in 
1940. Factory payrolls in 1943 
reached the huge total of $29.6 bil- 
lion, up from $10.8 billion in 1940. 
Farm income for 1943 will be close 
to $20 billion and will probably rep- 
resent the high water mark for the 
war period since farmers’ profits are 
beginning to taper off under the 
impact of increased feed and labor 
costs, up some 26% and 27% re- 
spectively from last year. Next year’s 
farm income will, to some extent, 
depend on what Congress does on 
subsidies and the effect of that ac- 
tion on prices, but a further boost in 
over-all income is hardly likely. 
Reflecting war-swollen purchasing 
power of large segments of our popu- 
lation, especially factory workers and 
farmers as highlighted by the afore- 
mentioned income figures, retail 
trade in 1943 reached the all-time 
top of $62.9 billion, up from $46.4 


billion in 1940. It is probably the - 


only field where no recessive ten- 
dency is in prospect in the coming 
year. 

The outlook as we enter the new 
year is perhaps best summed up by 
stating that 1944 will signal a turn- 
ing point in our war-time way of 
life. Plainly, what rigors civilians 
had to undergo to meet the ex- 
igencies of war will be eased pro- 
gressively and while civilian goods 
production even under the most fav- 
orable circumstances will scarcely 
reach the levels of peace-time plenty 
in any field, it should be definitely 
on the way back. 1944 in every sense 
will truly mark the beginning of the 
“unwinding” of the war. 





Post-War Chaos or 
Stability? 


(Continued from page 282) 
entering the index are now being 
rationed. It should also be taken 
into consideration that the German 
price level advanced some 40 to 50 
per cent in the years immediately 
preceding the war, while the prices 
in the surrounding countries on the 
Continent remained practically un- 
changed. 

The Continental price indexes, so 
much influenced by rationing and 
extensive internal controls of all 
kinds, are a good illustration of why 
any mechanical forecasting of levels 
at which currencies could be stabil- 
ized would be even more dangerous 
than after the First World War. At 





that time, the so-called purchasing 
power parity method was in vogue. 
Similarly, the discounts at which the 
currencies of individual belligerent 
countries are being quoted in neu. 
tral countries are hardly any clue to 
the shifting purchasing power of cur- 
rencies. They were so to some ex- 
tent during World War I. The main 
reason for this is incomparably 
stricter limitation on transfer of cur- F 
rency notes from one country to an- 
other. If the dollar note is quoted in 
Zurich at a discount of 45 per cent, 
the pound note at some 70 per cent 
below par and the reichsmark note 
at almost go per cent below its off: 
cial value, it may simply mean that 
large sums of these notes are being f 
offered by refugees and that at the 
same time the demand is small be- 
cause paper notes have relatively few 
uses left. Dollar notes sent over from 
Switzerland would be probably im- 
mediately blocked and released only 
after the Treasury had investigated 
all the circumstances. Similarly the 
reason why the American importers 
of Swiss watches supposedly paid a 
premium of 80 per cent for Swiss 
francs can be found in their bidding 
for the available free exchange (the 
bulk of Swiss francs in this country 
being frozen), the supply of which is 
very small, because of our inability 
to export. 





Tax Threats to Some 
Companies 





(Continued, from page 283) 
posed law cannot, of course, be con- 
sidered repreesntative for any given 
industry. The aforementioned sam- 
pling bears this out. Additional 
examples must be viewed in this 
light. 

National Dairy Products Corp. 
would face an increase of 6c, based 
on 1942 earnings, General Foods gc, 
Radio Corporation 5c, American 
Tel. & Tel. 23c, General Motors only 
three cents. 

In the higher brackets are Inter- 
national Paper with 47c and Pull- 
man with goc while Corn Products 
with 26c conforms to about average. 
In the lower brackets, we find addi- 
tionally U. S. Rubber with 11¢, In- 
ternational Harvester with  18c, 
Canada Dry with 17¢ and Melville 
Shoe with 18c per share increases. 

These calculations, however, do 
not take into consideration the effect 
of the proposed reduction in the 
EPT credit of companies using the 
invested capital base. The House 
version of the pending tax bill leaves 
the credit on the first $5, million of 
capital invested at the present 8% 
rate but reduces the credit on the 
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ond $5 million from 7% to 6%. 
pital investment between $10 mil- 
mn and $200 million, now entitled 
pa 6% credit, would get only 5% 
hile all above the $200 million 
vel would get a 4% credit. The 
nate Finance Committee’s proposal 
wild change this scale of credits 
ly in respect to capital investment 
weeding $200 million which would 
entitled to 5% instead of 4% 
sagreed upon by the House. 


Thus for companies having large 
wested capital, these credit cuts 
puld transfer a considerable 
jount of earnings from normal 
xes to excess profits taxes, subject- 
i them to a 95% instead of a 45% 
ie, however the 80% over-all ceil- 
i on total tax liability should pro- 
de an effective cushion so that in 
le majority of cases, additional 
ses payable under the new bill 
ould hardly cut too painfully into 
mings. 

The tax bill as approved by the 
nate Finance Committee includes 
number of amendments of consid- 
able importance to selected indus- 
ies. “hus the present credit against 
e corporate surtax extended to 
tilities on preferred stock outstand- 
g on October 1, 1942, was broad- 
ed to include stock issued after 
at date in substitution for stock 
; bonds existing prior to that date. 
so, railroads are permitted, under 
e Senate language of the tax bill, 
) deduct as an ordinary loss, rather 
an a capital loss, any losses sus- 
ined in the sale of securities of 
ther lines. And thirdly, corpora- 
pns selling property by order of the 
ederal Communications Commis- 
m were made non-taxable for any 
hin realized but the basis of other 
sets would be reduced accordingly. 


A number of excise taxes are be- 
g raised sharply, including the 
hisky tax which has been boosted 
om $6 to $9 a gallon, the beer tax 
om $7 to $9 a barrel, with sharp 
creases also on wines, amusements 
admission tax), jewelry, telephone 
ills, telegrams, transportation of 
sons, toilet preparations and bil- 
ad and pool tables. Most of these 
(reases are quite severe but with 
he possible excise tax on jewelry 
hich was raised from 10% to 20%, 
ley hardly constitute any sort of 
treat to the businesses affected un- 
«f present circumstances since in 
iw of existing immense buying 
pwer of the public, consumption is 
ely to hold up regardless of the 
igher imposts. Just how much jew- 
ty sales might be affected by the 
oubling of the levy is problematical 
though the new rate of 20% is 
uite severe and may easily impair 
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current public fancy for acquisition 
of jewelry of all kinds. 

In the corporate tax field, another 
quite important provision has been 
embodied in the new bill, under 
which corporations would be for- 
bidden to obtain a tax advantage by 
acquiring the tax credits of other 
companies such as those with small 
assets but large invested capital. 
This is intended to halt a recently 
quite pronounced trend towards 
minimizing tax liability by such 
acquisitions; many concerns by ad- 
vertising publicly their desire to ac- 
quire such companies purely for tax 
reasons in the recent past have been 
able to ‘‘water down” their taxes 
openly and quite legally. Hence- 
forth, this will no longer be possible. 

Special tax benefits are provided 
for certain natural resources indus- 
tries. Thus producers of flake 
graphite, vermiculite, potash, beryl, 
feldspar, mica, lepidolite and spo- 
dumene will be granted percentage 
depletion allowances for the dura- 
tion of the war, except potash pro- 
ducers who will permanently benefit 
therefrom. The intent is to spur 
output of these minerals which are 
urgently needed in connection with 
the war effort. Additionally, the 
mining of fluorspar, flake graphite 
and vermiculite would be exempt 
from excess profits taxes. 

Similarly, natural gas companies 
are exempted from EPT on output 
exceeding normal. In the lumber 
industry, the sale of timber cut by 
its owner would be given capital 
gains treatment for tax purposes. 

All corporations emerging from 
receivership since January 1, 1938 
would be entitled to use for tax 
purposes the capital set-up of the 
predecessor company. A_ similar 
provision, limited to railroads, was 
enacted last year. 

Foreign trade corporations would 
be exempt from excess profits taxes 
whether or not they report their in- 
come on consolidated returns. This 
is of importance to our numerous 
corporations with branch plants in- 
corporated abroad. And finally, af- 
fecting all businesses, a provision is 
contained in the tax bill whereby 
capital gains would be excluded in 
the computation of the declared 
value excess profits tax. 

All these latter provisions, consti- 
tuting benefits rather than threats, 
may be highly important to individ- 
ual companies as implied by their 
wording and as such deserve atten- 
tion where applicable. On the whole, 
however, the new tax bill works the 
other way, boosting rather than 
minimizing tax liability and as such 
must be taken into account in eval- 


uating future earnings prospects 
though in the great majority of cases, 
no serious deterioration of income 
is in prospect. 





Investment Audit of the 
Textiles 





(Continued from page 297) 


years ending June 30, 1937, 1941, 
1942 and 1943 were above $20 
a share in each. The net current 
assets on June 30, 1943 were $13,- 
620,540, or $136.20 a share on 
the outstanding stock, being more 
liquid net assets than the recent 
market price. The book value on 
that date was $221.69 per share. 
There are many impressive statistics 
on this stock, and while the price 
may be high to the average investor, 
it is quite low actually in relation to 
average earnings, dividends, assets, 
etc., and also in relation to the sta- 
tistical position to market price of 
many other stocks. 

Van Raalte Co., Inc., is not directly 
a maker of cloth, but it is a part of 
the textile industry in its broader 
sense as a maker of fabric gloves, 
hosiery, underwear, laces and similar 
items. It formerly used silk more 
than any other material, but trans- 
ferred its operations to nylon in 1942 
and more recently to rayon and cot- 
ton. The company has had large 
earnings for many years, showing 
from $4 a share to nearly $7 in every 
year since 1934. In the nine months 
to September 30, 1943, net on the 
common was $4.07 a share, with in- 
dications that at least $5.50 may be 
shown for the full year, which com- 
pares with $6.11 in 1942. Normally, 
the company has its best quarter in 
the last three months, and showed 
$2.62 a share for that period in 1942. 
Dividends have been $2 a share or 
better in every year since 1935. Van 
Raalte has no funded debt. There 
are 13,832 share of 7% cumulative 
preferred, par $100, callable at 115. 
The common outstanding is 129,281 
shares, par $5. At the end of 1942, 
current assets were $3,796,689 in ex- 
cess of current liabilities, equal to 
more than $29 a share. 

Julius Kayser & Co. is also engaged 
in the making of underwear, gloves 
and hosiery, formerly of silk and 
more recently partly or entirely of 
rayons. It has taken a part in the 
war effort, in addition to its normal 
products, in the output of some arti- 
cles especially prepared for the 
armed forces. Kayser has plants in 
Canada and Australia, in addition to 
several in the United States. The 
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company has no funded debt or pre- 
ferred stock, with 379,801 shares of 
$5 par value common outstanding. 
After several years of deficits in the 
early 1930s (following very large 
earnings in the late 1920s), earnings 
have improved in recent years, reach- 
ing $3.84 a share in 1942 and $3.58 a 
share in the year to June 30, 1943. 
Large dividends were paid in the late 
19208, with the 1929 total $4.50 a 
share plus 50% in stock. In the next 
few years, a reduction in payments 
followed, with nothing paid in 1933, 
but since then, some dividend has 
been paid in every year. As of June 
30, 1943, the net current assets were 
$7,630,331, or over $20 a share and 
the book value was above $28 a share. 

The rayon industry was started in 
Europe before 1g00, but made slow 
progress there, during the next dec- 
ade or so. No rayon was made, of 
any consequence, in the United 
States until 1911, but it was not until 
1927 that its total production sur- 
passed that of silk in this country. 
One of the pioneers in the industry 
here was Industrial Rayon Corpora- 
tion, which was the successor in 1916 
to some experimental concerns which 
had started several years before. This 
company is one of the three largest 
producers of viscose rayon yarn and 
textiles in the country today, among 
its products being dress goods, knit- 
ted goods, underwear and hosiery. It 
also has some output of cotton goods, 
and makes some rayon products used 
for electrical insulation. It has de- 
veloped a large tire cord output and 
makes a rubberized rayon textile. It 
has been active in the past two years 
in supplying a wide variety of items 
for the armed forces. 

Industrial Rayon earnings have 
been at a higher rate in the past three 
years than for a considerable period 
before that, with an average for 1940- 
1942, inclusive, of $2.98 a share an- 
nually on the common stock. The 
1943 income is expected to show some 
decline, with $1.69 reported for the 
nine months to September go, and 
with indications that the full year 
will show about $2.30. Rising tax 
totals is the main reason for the fall- 
ing off, another being a lower rela- 
tive price for some materials fur- 
nished to the government than the 
comparative civilian prices. Divi- 
dends since 1939 have been $2 to 
$2.50 in each year. The record of 
payments over the past nine years 
has been a good one, following the 
three for one split-up of the stock in 
1934. At the end of 1942, the net cur- 
rent assets of the company were 
$7,984,743, the equivalent of about 
$10.50 a share on the stock. The 
book value was $28.67 per share. The 


company has ne funded debt, but 
has some long term notes, of which 
$3,400,000 were outstanding a year 
ago. There is only one class of stock, 
with 759,325 shares, or no par value. 

Duplan Corporation is listed on 
the New York Stock Exchange, but it 
has attracted little attention in re- 
cent years. It changed its title to the 
present one in 1941, but before that 
was called the Duplan Silk Corpora- 
tion. Formerly, its yarns and fabrics 
were mostly of silk, but rayon has 
been adopted for its products in the 
past two years. It is also a large pro- 
ducer of yarns. Duplan has given 
over most of its activities to war work 
and the latest annual report lists 
some of the items supplied to the 
armed forces as “headgear netting, 
sleeping bags, flare chutes, cargo and 
personal use parachutes, tents, air- 
plane tow targets, bomb chutes for 
low altitude bombing, powder bags 
and other things not permitted to be 
discussed.” Duplan has no funded 
debt. There are 10,000 shares, par 
$100, of 8% cumulative preferred, 
callable at 115, and 270,000 shares of 
no par value common stock outstand- 
ing. Earnings on the common stock 
for the ten years 1933 to 1942 in- 
clusive averaged $1.65 a share an- 
nually, with the best showing at 
$2.99 a share for the fiscal year end- 
ing May 31, 1942. In the year to May 
31, 1943, net was $1.66 a share. Divi- 
dends at a rate of $1 a share annually 
were paid for a long period, but have 
been below that sum in the past three 
years. On May 381, 1943, working 
capital was $1,757,124, equal to $6.51 
a share, with the book value on that 
date at $17.11 a share, for the com- 
mon stock. 

Pacific Mills is not quite as old as 
Pepperell Manufacturing, but it is 
among the oldest American corpora- 
tions which have had a continuous 
existence, having been incorporated 
in Massachusetts in 1850. It is in 
three separate divisions of the textile 
industry, having plants making cot- 
ton goods, rayons and woolens and 
worsteds. Some of these plants are 
in New England and others in South 
Carolina. The cotton and rayon 
products include sheets and pillow 
cases, shirtings, linings, industrial 
fabrics, pajama and underwear fab- 
rics, sportswear and women’s dress 
fabrics. The woolen and worsted 
division makes men’s and women’s 
wear cloth, automobile fabrics, lin- 
ings and special products for the use 
of the armed forces. A very large 
amount of war work has been com- 
pleted in the past two years. The 
sales in 1942 were over $84,000,000, 
an increase of nearly $15,000,000 
over the year before, and in the 


first half of 1943, sales were 4 
$45,000,000. 

Earnings of Pacific Mills hy 
shown wide variance over the ye 
The $4.55 a share net income of | 
was followed by two years of defiq 
then $3.69 a share was reported| 
1936, and was succeeded by defig 
of $5.24 in 1937 and $6.11 in ig 
The 1939 net of $2.17 a share, j 
$1.15 a share deficit after it for 1 
The 1941 net skyrocketed to $14 
share, and $8.95 a share was repor 
for 1942. Few companies have sho 
such changes from “deep valleys 
high peaks.” ‘The ten-year ave 
net income was $1.92 a share. In 
first nine months of 1943, earnii 
were $3.37 a share, but the last qu 
ter is usually the best of the year 
this company’s business, and n 
show as much income as for the fi 
three quarters. The dividend rec 
of Pacific Mills for recent years } 
been as irregular as the earniy 
with payments, then omissions. 
the past two years, the divide 
have been $2 per share each. 

Pacific Mills has no bonds or jj 
ferred stock. There are 396,i 
shares of no par value capital sto 
The balance sheet as of July 3, 19 
showed current assets of $26,045, 
and current liabilities of $6,642,6 
leaving working capital of $19,4 
311, which is just below $49 J 
share. Thus the company has 
current assets per share equal 
nearly double the recent price of 
stock. The book value as of July 
1943, was $77.73 per share, or th 
times the recent price. 

The American Viscose Corpo 
tion was the American subsidiary 
Courtauld’s, Ltd., a British compa 
from igio until 1941. Courtaulf 
had to deposit the stock of the \ 
cose Corporation with the Brit 
Treasury, after the war started 
Europe in 1939, and the Treas 
used this and other American sec 
ties to provide them with funds 
this country for the purchase of ¥ 
materials here. A syndicate of Am@ 
can bankers bought the stock in 1 
from the British Treasury for 0 
$54,000,000. American Viscose 
then recapitalized, and the new i 
mon and preferred stocks were 8 
to a syndicate, and then resold to4 
general public at a gross total of 01 
$62,000,000. Earnings figures si 
plied at the time showed there 
a deficit of $1.82 a share on the m 
common for 1938, and _ profits 
$1.63 a share for 1939 and $3.81 
share for 1940. In the three ye 
of independent operation, earni 
have been $3.92 a share for 1941 a! 
$3.09 for 1942, with $3.30 a share 
dicated for 1943, on the basis of ! 


THE MAGAZINE OF WALL STRE 




































































S WETE 


Mills hy 
er the ye 
come of 1 
rs of defi 
re; oak: 
5.11 in 1g 
a share, } 
r it for 1 
d to $148 
was repor 
s have sho 
2p valleys 
year ave 
hare. In 


43, earniy 


he last qui 
f the year 
s, and 
; for the fi 
idend reci 


nt years } 


he earniy 
nissions, 
e divide 
ach. 
onds or pi 
are 36,1 
apital stof 
July 3, 19 
| $26,045, 
f $6,642,6 
of $19,4 
ow $49 | 
any has 
e equal 
price of 
as of July 
ire, or th 


se Corpo 
ubsidiary 
sh compa 
Courtaull 
of the \j 
the Brit 
- started 
1e Treas 
rican secul 
th funds 
chase of W 
te of Amé 
tock in 1 
ry for ov 
Viscose 
le new Col 
‘S were 50 
‘esold tot 
total of ov 
figures sv 
d there 
on the nf 
| profits 
and $3.86 
three ye 
mn, earni 
or 1941 al 
> a share! 
basis of | 


L STRE 


Have The Forecast Work With You 


For Your Investment Progress in 1944 





Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term market profit. 


Recommendations for Income and Profit . . 
Common stocks, preferred stocks and bonds 

. for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building . 
Stocks in which you can place moderate sums 
for large percentage gains over the longer 
term. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell... You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid. 


Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail .. . To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time ... by wire 
and by mail. 


Added Services ... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . 'Ahead-of-the-news” 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
and securities. 





Last Chance Offer! 
6 MONTervice $40 
12 $75 


MONTHS’ 
SERVICE 

Effective with our next ad, the 

rates will be 6 months $45; one 

year $75. Subscriptions are de- 

ductible for tax purposes. 


a $ 
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0 Airmail Your Bulletins To Me. 


one year in U. 


Your subscription shall mot be assigned at 
any time without your consent, 


HROUGHOUT the new year, we look forward 

to serving you to having you conduct 
through our definite and continuous counsel, a care 
fully arranged program for market profits . . . and 
gradually establish an investment backlog of securities for growth of 
your income and capital 








You will be advised in timing your commitments . . . in knowing wha’ 


and when to buy and when to sell . . . when to contract or expand 
your position as we gauge important turning points and market move 
ments. Further, you will be welcome to our extensive consultation 


service to keep your holdings on a sound and profitable basis. 


The Forecast’s Outstanding Record 


In this—our 26th year—we are gratified that the new lower-priced 
Forecast . . . announced a year ago . . . is guiding more and more in- 
vestors like yourself throughout the country. We are proud of . 


1. Its 1200% increase in clientele. You would be a 
member, as far as we can ascertain, of the fastest 
growing security advisory service in the country 


. Its high percentage of subscribers who renew. We 
want to serve you so you will make The Forecast 
a permanent part of your investment program. 


. Its outstanding record of profit. 
shows net profits for the year. . 


Every program 
. a record we 
feel we can maintain and improve. 


There is no service in its field more devoted to your interests . 
better adapted to today’s rapidly changing conditions . . . than The 
Forecast. It is a source of counsel to which you can turn continu. 
ously . . . for your protection and profit. 


You are invited to take advantage of our Last Chance Offer before 
our rates increase on January Ist. Mail the coupon below .. . today. 











ait | FREE SERVICE TO FEBRUARY 1 








THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [) $40 for 6 months’ subscription; [] $75 for a year’s subscription. 


(Service to start at once but date from February 1, 1944) 


(] Telegraph me collect in anticipation of 
important market turning points . . 
when to buy and when to sell. 


1.00 for six months; [J ya. 00 for 
S. and Canada.) 
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List up to 12 of your securities fer eur initial 
analytical and advisory repert. 








first nine months’ figures. 

American Viscose is the largest 
maker of rayon yarn and staple fiber 
in the United States, with its sales 
more than one-third of that of the 
total for the country. The major part 
of yarn is viscose, but some is acetate. 
The products are sold to rayon cloth 
makers, and for tire cord, and to 
many industries in the United States 
and Canada. The company has been 
developing business in South Ameri- 
ca during the past two years. 





Frontier of the Rhine—and 
Elsewhere 





(Continued from page 273) 
expansion of her far-flung empire. 

It is the economic implications 
that give us particular pause, for 
such expansion would mean British 
control of the greatest sources of raw 
materials in the world, with docking 
and warehouse facilities, air and 
naval bases in every continent. But, 
most of all, she would come into 
control of a high percentage of the 
world’s oil production just as we 
move into an air age! 

Where would we stand in this pic- 
ture? That is something for us to 
think about, for it is clear we are 
confronting some very knotty prob- 
lems, which undoubtedly have en- 
tered largely into the recent talks 
between President Roosevelt and 
Churchill. In the meantime, the 
political maneuvering is going on— 
with the armies more or less mark- 
ing time. The President returns un- 
daunted and debonair. One senses 
a triumphant and exhilarating feel- 
ing that comes of a job well done, 
and we hope it means that he has 
secured the advantages that he sought 
for the protection of American in- 
terests. 





For Profit and Income 





(Continued from page 299) 
some sort of a price-range crisis in 
the early part of next year, prospects 
are that in spite of creeping advances, 
price-cost relationships on the whole 
will remain under control. 


Edison Earnings Up, Taxes Down 

Just when the market considered 
that Consolidated Edison would 
have to reduce its dividend rate on 
the common, with earnings then 
barely covering requirements, the 
relative position of the company 
turned for the better. As a result, 
for the quarter and the nine months 
to September 30, 1943, gross income, 
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operating profit and net available 
for dividends all showed increases. 
For the twelve months to September 
30, 1943, net equaled $1.84 a share 
on the common against $1.54 in the 
same period in 1942. The entire 
matter would have been different, 
however, if it had not been for lower 
taxes. In the 1943 period, Federal 
income taxes were $5,583,000 less 
than in the 1942 period. In its De- 
cember 15, 1943 report to share- 
holders, the company states that the 
smaller taxes were due to adjust- 
ments, but that the total for the year 
to December 31, 1943 may approxi- 
mate those of 1942. 


Interest in Utilities 


Brokers report more public inter- 
est in utility securities than in some 
time and more than in any other 
major group. It is reasoned that the 
utilities are sure beneficiaries of the 
coming peace and of eventual re- 
duction in corporate taxes. Evidence 
of a more conservative drift of the 
political winds, as provided by re- 
cent elections, is also a factor. It is 
therefore not surprising that the 
utility average thus far shows scant 
inclination to react. At this writing 
it stands at 21.97, just 33 cents 
under bull market high of 22.30 and 
comparing with 1942 bear market 
low of 10.53. Good operating util- 
ities currently offer rather nice divi- 
dend yields, but for those seeking 
longer term appreciation we might 
point out that these stocks certainly 
do not have unlimited peace-time 
ceilings. The potential for rise, in 
this column’s view, is substantially 
less than in selected industrials and 
probably less than in our broad 
weekly average. More spectacular 
opportunities may be present in 
holding company situations, but 
there are many “ifs” in most of these 
securities and selection is a job for 
experts rather than the public—and 
even then the speculative factor will 
not be removed. 


So They Say... 


Tax selling has been very light 
this December, even in aircrafts, 
shipbuildings and machine tool 
stocks where there are plenty of 
losses. . . . Simmons appears to meet 
with good demand only moderately 
below the year’s high; deferred de- 
mand for beds and matresses is large 
and can be promptly served after 
the war. ... West Indies Sugar goes 
on making new highs; company is a 
low-cost Caribbean producer, with 
main properties in Santo Domingo, 
and elimination of debt and _ pre- 
ferred stock has improved status of 
common. 
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that, whether lower or not, prices 
then prevailing could be accepted 
with considerable assurance as the 
lowest likely to be seen for a very 
long time to come. 

Although our concept of post-war 
volume and earnings prospects does 
not warrant expectation that the 
present popular “peace stocks” will 
react to levels anywhere near the 
average lows of the past six years, 
even so many of these issues do not 
look like profit-making bargains to 
us at present levels. ‘That goes for 
American Telephone, Chrysler, Gen- 
eral Motors, General Foods, Good. 
year, Harvester, Johns-Manville, 
Loew’s, Sears, Roebuck, Westing: 
house, General Electric, du Pont, 
Texas, Standard Oil of California 
and Standard Oil of New Jersey—to 
mention only “leaders” among the 
Dow issues that we have tabulated. 

In discussing major buying levels 
in terms of the Dow average—as well 
as conjecturing about future bull 
market potentialities—we think 1 
safe to rule out the great extremes 0 
1929 on the one hand, and of 1932 
1933 on the other. More likely ref 
erence points are the 1937 highs an 
the average lows of 1938-1942: tha 
is, 194 and 105. Our notion is tha 
there is a fair chance of the 193) 
high eventually being exceeded 1 
moderate degree; and very littl 
chance of further downward adjust 
ment in 1944 carrying as far down 
as 105. Yet if one accepts these ref 
erence points, the present position i 
30 points above the average lows of 
the past six years and 59 points be 
low the 1937 high. That is, the mar- 
ket is now about a third of the way 
up in this hypothetical range, being 
about twice as many points away 
from the last major high as from the 
average lows of recent years. 

As said before, however, the pit 
ture is somewhat different for the 
market as a whole. That is, our in 
dex of 273 issues is 32 points abovd 
the average lows of the past six years 
but 44 points under the 1937 high. 

We are not inclined at present t 
set forth any arbitrary idea of whal 
level we would regard as warranting 
us to advise “loading up.” We pre 
fer to feel our way and let the mat 
ket tell us more of its own story 4 
it reacts to the changing events ant 
evolving public sentiments of tht 
early weeks of the new year. 
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